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Week-end at Waikiki 


Asove the Golden Gate, the world’s 
fastest, most comfortable passenger 
plane flashes out over the Pacific. 

Aboard a Bocing Stratocruiser you'll 
take off from San Francisco in the after- 
noon—sight Diamond Head the same 
evening! You'll spend the whole of a 
wonderful week-end in Hawaii (or Lon- 
don, or Stockholm) and be home again 
on Monday if you like! 

That’s just one of the amazing travel 
possibilitics opened up by this first true 
super-transport of the new air age. 
You'll not only go faster—at 300 to 350 


miles an hour—but in luxuriously spa- 
cious surroundings. You'll have the 
advantages of smooth flight at over- 
weather altitudes, yet you'll breathe per- 
fectly conditioned air, always kept at 
comfortable, near-sca-level pressure. 


The Stratocruiser brings to commer- 
cial flight the outstanding performance, 
safety and dependability you would ex- 
pect from Bocing—designer and builder 
of the B-17 Flying Fortress and the 
great Be2g Superfortress. Boeing Air- 
plane Company, Scattle, Washington; 
Wichita, Kansas. 


The Stratocruiser’s unequalled speed, comfort and reliability will soon be available on these forward- 


looking airlines—Pan American World Airways, Swedish Intercontinental Airlines, Northwest Airlines, 








BOEING 


STRAT Oc ewer s 8s 


American Overseas Airlines—for which Boeing is building fleets of these super-transports 
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WHO WILL RUN 


THE NATION’S LARGEST 


BUSINESSES IN 1973? 


Young men back from war wonder about the 
country’s future and their own future. What will 
they be doing 27 years from now? 


The 143 top men who manage 50 of the nation’s 
largest businesses* can help answer that one. 


Twenty-seven years ago, most of them came 
back from a war, too. 


All of them, after the war or before, began their 
business careers at the bottom. 


One started work for $1.50 a week—11 others 
for less than $5 a week. 43 others started work 
for less than $10 a week. 


81 others received between $10 and $25 a week. 


Only 7 received more than $25—the highest 
getting paid $69.23 a week. 


The average first wage of all 143 was $13.40 a week. 


Who will manage the nation’s largest businesses 
in 1973? Exactly the same kind of men. 


Then, as now, they will be leaders with courage, 
ambition and initiative enough to come up the 
business ladder, rung by rung. 

Neither the men and women in industry nor the 
money in industry can be effective without good 
management. Nothing else is so important to 
the workers’ welfare, the investors’ welfare, or 
the public welfare. 


N. 


W. AYER & SON, Ine. 


* Philadelphia, New York, Chicago, Detroit, San Francisco 


Hollywood, Boston, Henolulu, London 





*Based upon an analysis of assets in the years immediately preceding the war. 














XUM 


enna mon et a to at 





ELASCO Seeks an operator... 


The new materials, notably the light metals, plastics and chem- 
icals, are among the most fertile industrial frontiers in America. 
Here we are already experiencing great advances, even though 
the potentials are but partially explored. 

This field, young as it is, has already rewarded many of 
industry’s most able managements. As it grows, it will reward 
many more. The industry stands upon an exciting threshold. 

The Government seeks to bring together a magnificent 
plant, ready-made for sizeable, low-cost production, and an 
operating management capable of making it and themselves a 
major factor in this field. 

This is both an opportunity and a challenge. The oppor- 
tunity is implicit in the future of the industry. The challenge is 
implicit in the size of the plant itself. 


OVERALL FACTS ABOUT VELASCO 


The Plant is at Velasco, Texas. 

It is owned by the Government, and is classed as a magne- 
sium facility. As such, it has a rated capacity of 36,000 tons of 
ingot per year. Its process is electrolytic. Dow operated it dur- 
ing the war. 

Fundamentally, Velasco is an electrochemical plant, has no 
facilities for metal fabrication. It also produces chlorine, styrene, 
chlorinated hydrocarbons, etc. 


Its raw materials are abundant, convenient, cheap. Plant 
efficiency, power, labor, materials combine to make this a low. 
production-cost plant. 

The magnesium facilities can be operated in toto, or in part. 


THE OPPORTUNITY TO BE GRASPED 


The operator we seek would become one of only three potential 


producers of magnesium metal today. He will have a capacity | 
somewhat greater than the present capacity of both other | 


private producers. 
He will be an important factor in plastics and chemicals. 


He will have a low-production-cost plant as a base for estab 
lishing his commercial, developmental, promotional activities; 


THE CHALLENGE TO BE FACED 


Selling the magnesium capacity of this plant will not be easy. 
The reasons should be appraised in all their significance. Today's 
facts are tomorrow’s challenge. 


The long-range potentials of magnesium in civilian use are § 


very great. It is the light, light metal. America has embraced the 
idea of lightness in everything that must be moved. 
Magnesium has considerable weight advantage over other 
commercial metals. Appropriately alloyed, it has the necessary 
physical characteristics to make it most versatile. Wherever 
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VELASCO 


lightness is desirable, magnesium can provide it, superlatively 
well. The performance of magnesium does not have to be 
proved. In civilian applications, economics determine the use. 

Ingot magnesium prices are very favorable. But, at present, 
the cost of semi-fabricated magnesium, viz, castings, sheet, 
extrusions, etc., is sufficiently high to counterbalance mag- 
nesium’s weight advantage in many applications. Advancing 
techniques, to which the operator of this plant will, of course, 
devote much attention, will narrow this disparity. This in itself 
isa great challenge; it is also a real opportunity. 

Cold figures (we ourselves can provide them) would argue 
that the present capacity of the two going private producers is 
sufficient to the estimated market. Such an argument may have 
short-term significance, but it has no long-term validity. 

The Government does insist that the magnesium facilities, 
if not all operated, be continued operable, for reasons of 
national interest. 

The operator we seek will appraise these immediate facts in the 
light of the potentials of Velasco’s products in an America 
that demands progress. 


ADDITIONAL CONSIDERATIONS 


Although Velasco does not have facilities for semi-fabrication 
of its magnesium ingot production, the Office of Real Property 
Disposal also has available modern fabrication facilities which 
may be integrated with Velasco. These fabricating facilities in- 
clude foundries for both Sand and Permanent-Mold Castings 
and facilities for Die Castings, Extrusions, and Forgings. 

The aggregate capacity of these several fabricating plants is 
not greatly less than the metal-producing capacity of Velasco. 

The Office of Real Property Disposal invites proposals for 
the Velasco plant or any of these fabricating facilities separately 
or in combination, 


IN SUMMARY 


Velasco awaits an operator 4 3 « 


Ninety-nine men may read thus far and turn the page on 
Velasco—for the easy reason that civilian users are not standing 
in line for its magnesium capacity. 

The hundredth man will have a larger horizon, a longer 
look. He will envision what magnesium’s role can be; what 
may be done to accelerate its assumption of that role; what can 
be done with Velasco’s chlorine, styrene, and chemical capacity. 


These are tools we suggest to sharpen the imagination, 
Velasco itself is a finely tempered tool to implement that 
imagination, 


HOW VELASCO MAY BE ACQUIRED 


The War Assets Administration invites proposals for the pur- 
chase or lease of Velasco in whole or part. Credit terms may be 
arranged by negotiation. 

The general attitude of this Office is that the national interest 
in having Velasco operating, calls for terms which are both 
manageable and equitable. 

An operator not now engaged in magnesium or styrene pro- 
duction will receive every consideration and all technical 
information available. 


A brochure on this plant may be obtained from your nearest 
War Assets Administration office. For further information re- 
garding products, processes, capacities and costs, or competitive 
market data, please contact either the Dallas or Washington, 
D. C., office. 


Proposals are invited for purchase or lease of these plants 


The War Assets Administration, a disposal agency, invites proposals for the pur 
chase or lease of the above properties in the interest of continued employment. 
These properties were acquired by various agencies of the Government for produc- 
tion in the war effort, and have been declared surplus to Government needs. 


All information contained herein is necessarily abbreviated and subject to correc- 
tion. It is not intended for use as a basis for negotiations. W AR ASSETS ADMIN- 
ISTRATION reserves the right to reject any or all proposals or offers received for 
the above properties, 





War Assers ADMINISTRATION 
OFFICE OF REAL PROPERTY DISPOSAL 


Regional offices located at: ATLANTA + BOSTON + CHICAGO - CLEVELAND 


KANSAS CITY, MO. 
ST. LOUIS . SAN FRANCISCO - Sub-offices 
Fort Worth Houst 


located at: Birmingham - 
ille - Little Rock - 





+ DALLAS - DETROIT 


LOS ANGELES - NEW YORK - PHILADELPHIA - PORTLAND, ORE. - RICHMOND 
Charlotte - 
Lovisville - 


Cincinnati - Denver 
Minneapolis 


Nashville - New Orleans - Oklahoma City - Omaha - Salt Lake City - San Antonio - Seattle - Spokane 
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Housing. Developments in the Govern- 
ment’s program to speed construction of 
housing were these: 

Price ceilings. Maximum prices and rent- 
als will continue to be imposed on homes 
built under the veterans’ emergency hous- 
ing program, officials of Federal Housing 
Agency said. At first it was feared that 
lifting of OPA controls would wipe out 
FHA’s authority to enforce ceilings. Offi- 
cials now have decided that the Veterans’ 
Emergency Housing Act gives the Housing 
Expediter authority to fix rents and prices 
on houses built with priorities assistance, 
regardless of OPA controls. 

Commercial construction. CPA said its 
local committees were continuing to disap- 
prove more nonhousing construction than 
they approved. In the week ended June 27, 
about $44,419,000 worth of commercial 
and other nonhousing construction was ap- 
proved, while projects valued at $49,- 
072,000 were disapproved. On May 29, 
CPA decided to cut by two thirds the rate 
of nonhousing approvals for at least 45 
days. At the end of July a review is to be 
made to determine the possibility of relax- 
ing the restraints. 


Demobilization. The Navy announced 
it would beat its demobilization dead line 
by 11 days, with all nonvolunteer reserv- 
ists out of uniform by August 20 instead 
of September 1, the original dead line. 
Army demobilization schedules will taper 
off to a slower pace after October 1, when 
men and women in the Army will be re- 
leased upon completing 18 months service. 


Veterans’ benefits. Latest figures on 
veterans’ benefits were announced by Vet- 
erans’ Administration. One out of every 
four veterans of World War II has filed a 
claim for a disability pension, the agency 
said. As of June 1, approval had been 
granted to 1,516,000 claims; 1,471,000 


claims had been disapproved; 294,000 were 


The March of the News 


pending. More than $500,000,000 had been 
paid to World War II disabled veterans 





by June 1, in pension payments ranging 
from $11.50 a month for 10 per cent dis- 
ability to $115 a month for total dis- 
ability. Loans for homes and business pur- 
poses totaling $819,139,000 had been guar- 
anteed by VA under the GI Bill of Rights 
as of June 21, and guarantees were ex- 
pected to pass the billion-dollar mark in 
July. At the end of June, 1,766,428 veter- 
ans were drawing $34,419,581 a week in 
federal unemployment pay; the total reach- 
ing $925,982,197 on June 29. An additional 
$90,000,000 has been paid out to more 
than 300,000 veterans drawing self-em- 
ployed low-income compensation. 


Clothing. Manufacturers will turn out 
about 25,000,000 men’s suits in 1946, CPA 
forecast. About 11,000,000 suits were 
manufactured in the first half of the year, 
and a record-breaking 14,000,000 addition- 
al suits will be made in the next six months 
if goals are met. 


Surplus property. A new plan to speed 
sales of surplus war property was an- 
nounced by War Assets Administration. 
A special board appointed by WAA will 
select business organizations to’ handle 
sales of all items at the places where they 
are stored. Organizations will be given 
cost-plus-fixed-fee contracts for handling 
the sales. The contractors will be super- 
vised by WAA field directors and will use 
WAA prices, or prices recommended by 
the contractor and computed according to 
WAA formulas. Maj. Gen. Clinton F. 
Robinson, deputy administrator of WAA, 
told a congressional committee investigat- 
ing surplus disposal that one site sale 
already has been turned over toa con- 
struction company. Other types of business 
organizations being considered as sales con- 
tractors are liquidation firms, department 
stores and chain stores. 
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... by the Bat 


Almost everything we Americans eat, wear or use is produced 
and distributed with the help of fast, flexible and econom- 


ical motor truck transport. 


In the construction industry ... where powerful GMCs with 
rotary concrete mixers tackle the toughest tasks . . . 400,000 
trucks are aiding in an estimated $10,000,000,000 a year 
postwar program. In the baking industry ... where GMC 
special delivery trucks furnish exceptional economy for 
multi-stop hauling . . . around 100,000 trucks are used to 
deliver $7,000,000 worth of baked goods every day. 


GMC trucks are on the job all over the nation . . . transport- 
ing concrete and cookies and a thousand and one other 
products of farm and factory, mine and mill. GMCs are the 
choice of an ever-increasing number of motor truck opera- 
tors because a wide variety of models, from 4 to 20 tons, 
provides an ideal truck type for every type of hauling job. 


GMC TRUCK & COACH DIVISION e GENERAL MOTORS CORPORATION 
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Newserenn 

The inflation cycle is taking a fast turn, a turn that will hurt. 

Food, wholesale, is up 15 to 20 per cent, and soon will be at retail. 

Butter now costs the housewife as much as 90 cents a pound. 

Beef is selling at some places for $1 and more a pound. 

Milk is approaching 20 cents a quart in many areas. 

Bread soon will have to sell at 1 to 2 cents more a loaf. 

Clothing, inevitably, is to be marked up, with controls eased or ended. 

Rents, too, are going to rise even with controls; are probably to go up 10 
to 15 per cent in the period ahead, and maybe more than that. 

Farmers get the big cut from this inflation wave. Salaried persons are 
getting hurt hardest. Wage earners are to lose much of the effect of the wage 
fi increases they gained from their strikes. But, when the bust comes, as it will 
later, farmers will get hurt first. Wage earners then will get hurt through loss 
of many jobs. Salaried persons will be hurt least, relatively, at that time. 








Price rise, now started, is likely to continue for many months. 

The big rise is to take place in the next 90 days. 

A_gradual rise then will go on until supply catches up with demand; first 
in one thing and then in another. After that, the trend will be down. 

Food prices will break sometime in 1947, if crops are good that year. 

3 Lumber and some other raw-material prices are likely to break then, too. 
| Manufactured goods will rise more moderately in price now and will turn 
down more Slowly when the peak of the boom is past. 

Wage rates probably will hold at their higher levels after the boom. 

The dominant view is that U.S. now is adjusting itself to a higher level of 
costs and prices that will prevail at least until another major depression. A 
bust which can come in 1947 would not be such a depression, would be a signal 
merely that supply in many lines, including food, had caught up with demand at 
the price level then prevailing. After a price adjustment there would remain an 
a immense amount of construction to be done and an immense market to be filled for 
all kinds of manufactured goods, an immense foreign demand still to meet. 




















What the country is to discover is that Wallace-Truman prescription for 
Stable and permanent prosperity isn't either stable or permanent. 
2 ’ A demonstration of the working of that prescription now is being had. 
Wage rates, following the prescription, were marked up before workers had 
produced many goods or demonstrated increased efficiency in production. 
Strikes, of course, preceded the wage-rate rise. 
Output of steel, coal, other basic products fell because of strikes. 
Worker income, in struck industries, was reduced sharply by idleness. 
Lowered production, due to strikes, plus inefficiencies in production due 
to shortages of many kinds growing from strikes, pushed costs sharply higher. 
Higher costs then forced higher prices. OPA now admits that it was forced 
to make 20,000 separate price increases even before it died on July l. 
But: Higher prices mean that wage-rate increases obtained by labor through 
Strikes really add up to little more in the way of bread and meat and shelter 
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NEWSGRAm~~TOMORROW-- (Continued) 


than before the increases. The income lost through strikes adds to the problem. 

Rising prices then generate more worker restlessness and an urge to strike. 

The Wallace-Truman prescription for prosperity, when applied, has tended to 
Start the country on a vicious circle of higher wages, before higher output, 
forcing higher costs which are resisted under price ceilings, thereby forcing 
strikes, which delay production still more and force higher prices which then 
lead to more wage demands and a new turn of strikes. 

The old-fashioned prescription would have favored a demonstration by the 
country's workers of their efficiency, and a start of heavy production before 
the demand for wage-rate increases; would not have favored strikes and higher 
wage rates before production and before efficiency is demonstrated. 

A new-fangled theory doesn't always work better than an old theory. 








Strike trend, strangely, is downward in the days since OPA expired. 

Strike notices, too, are off sharply in these days of sharp price rises. 

Strikes, however, are being talked about by labor leaders, who may decide 
that workers can benefit by a further loss of income through strikes, which then 
will force further rises in cost and in price after a further wage rise. 

Or, union leaders may prefer to let production get going so that some of the 
pressure for price rises can be relieved before calling more big strikes. 





The dollar, intrinsically, is to remain a good dollar, despite inflation. 

Inflation is to be a moderate price inflation, not a run from the dollar 
that will burn up all dollar values, not a European-type inflation. 

U.S. dollar has this backing: 

1. A productive machine far greater than any other in the world. 

2. A Government cash budget that will be in balance in this fiscal year. 

3. A need for relatively few imports, once output steps up at home. 

4. A trade balance weighted on the side of an excess of exports over the 
level of imports, thereby protecting the dollar against trouble from outside. 

Actually, the dollar is the currency around which all other currencies are 
to revolve. This dollar's value is being set now free of price control or of 
extensive rationing. It is not a controlled dollar, while almost all of the 
other currencies of the world are controlled. Experience of this war has shown 
that governments, if they wish, can effectively control currencies against very 
great inflationary pressures. The dollar now is standing on its own feet. 











The dollar's value to the ordinary person, however, is declining. 

In 1939, as a base, the dollar had 100 cents in purchasing power. 

In June, 1946, that purchasing power was down to 75 cents. 

In months ahead, with a 15 per cent further increase in living costs, the 
dollar, to the ordinary person, would be a 65=-cent dollar. 

Most people, however, have many more dollars of income, so the fact of a 
cheaper dollar does not pinch the masses of people. It pinches those on fixed 
income, retired persons, schoolteachers, many white-collar workers. 

And, when this wave of price rises is over and a crack comes, the dollar 
will rise in value. There isn't a chance that its value will fade away. 








Draft age may be raised to 34, but few will be taken. 

Men in service, with 18 months' service, will be eligible for discharge 
after October 1. After that, 18 months is to be standard service for draftees. 

Army size is to be 800,000 permanently, Navy about 550,000. 

Military costs in this "peace" year are to be above $17,000,000,000. 

The federal budget, when balanced, will be at about a $38,000,000,000 
level. Budget Bureau suggests a $40,000,000,000 level, but that probably is 
padded somewhat. Costs are to be high at best in postwar. 








See also pages 13, 17, 23, 54, 81. 
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SHORAN-~a surveying system 


One small error in a map can be 
costly in the location of an oil well or 
mining property. But with Shoran, 
vast areas can now be charted by 
plane with an error of less than twelve 
inches in five miles—and in a matter 
of minutes or hours as opposed to 
weeks or months that would be re- 
quired by laborious surveys made on 
the ground. Shoran is called one of the 
most important geographic inventions 
since the compass. 

Shoran can also direct a plane flying 
in a blackout or heavy overcast with 
such accuracy that during the war it 





with pin-point accuracy! 


was possible to drop bombs only a few 
hundred feet ahead of completely in- 
visible advancing troops below with 
unerring precision. 

Just as Shoran is a revolutionary 
stride forward in map-making, so do 
all RCA products represent the far- 
thest point of progress in their fields. 

And when you buy anything made 
by RCA or RCA Victor, you are sure 
of getting one of the finest instruments 
of its kind science has achieved. 

Radio Corporation of America, RCA Build- 
ing, Radio City, New York 20. Listen to The 
RCA Victor Show, Sundays, 2:08 2: ‘Ma, 
Eastern Daylight Time, over NBC Network. 

















Until recently a closely guarded mili- 
tary secret, Shoran was developed at 
RCA Laboratories—a world center of 
radio and electronic research. Here, 
in this vast community of scientists, 
the same imagination and skills that 
developed Shoran keep RCA and RCA 
Victor the outstanding names in radio, 
television and recorded entertainment. 


RADIO CORPORATION of AMERICA 
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Wrap grease in paper. Boil it. Will it re- 
main strong? If you say no, you don’t 
know Patapar* Vegetable Parchment. This 
unique paper can take so much punishment, 
people can hardly believe it. 


Water doesn’t weaken it 
...grease doesn’t penetrate 


Patapar is the great wet-strength paper. 
Soaked in water for weeks, boiled —it re- 
mains strong. And when it meets with 
grease, fats, or oils, there is no penetration. 


Complete printing service 





Patapar has a beautiful surface for print- | 


ing. It brings out the snap and brilliance 
of color. The printing can be done in our 
own plants which are equipped for print- 
ing Patapar economically in one color, two 
colors, several colors—by letterpress or 
offset lithography. We handle every detail. 


Want to challenge 


Patapar? 


Patapar is produced in 179 different types | 


to fill an endless variety of needs. In the 
food industry it packages hard-to-protect 
products. Meat provisioners boil hams in 
it. In hospitals, nurses use it to wrap in- 
struments that are to be sterilized in live 


steam. It lines motor oil containers. It re- | 


places oiled silk. These are 
a few examples. 

Would you like to chal- 
lenge Patapar to fill a need 
in your business? Write on 
your business letterhead for 
booklet U. It tells all about 


Pataparand itsapplications. 
*Reg. U. S. Pat. Off. 





Patapor Keymark 
symbol of 
wrapper protection 


Paterson Parchment Paper Company 
Bristol, Pennsylvania 
West Coast Plant: 340 Bryant St., San Francisco 7 
Branch Offices: New York, Chicago 
Headquarters for Vegetable Parchment since 1885 
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What you as a businessman CAN and CANNOT , 


as a result of federal court 


YOU CAN, as a small businessman, 
perhaps obtain surplus industrial or non- 
industrial property. more easily. War 
Assets Administration has given the Re- 
construction Finance Corp. acquisition 
priorities for the purchase of surpluses 
to be resold to small businesses. Only fed- 
eral agencies, desiring the property for 
their own use, have a higher priority. The 
priority is expected to aid RFC as a suc- 
cessor to the Smaller War Plants Corp. 


* * * 


YOU CANNOT destroy until after July 
1, 1947, the records you have kept as re- 
quired by the Office of Price Administra- 
tion. OPA orders that all persons required 
to keep records must preserve them until 
July 1, 1947, even though the Price Con- 
trol Act expired on June 30. Purpose of 
this is to aid OPA in prosecuting price 
violations that occurred when ceilings were 
in effect. 


* * * 


YOU CANNOT refuse to fill rated or- 
ders for goods because your prices rose 
since the rated orders were placed. Civilian 
Production Administration rules that pri- 
ority buyers must be given at least seven 
days to agree to new prices. 


* * * 


YOU CANNOT use high-tenacity rayon 
cord, suitable for making tires, for any 
product except those listed by CPA. In 
order of preference, the list includes air- 
plane tires, self-sealing fuel cells, bullet- 
sealing hose, combat tires, mileage-con- 
tract bus tires, special-purpose tires, truck 
and bus tires and passenger-car tires. 


* * * 


YOU CAN soon arrange to obtain a 
contract for a Government-guaranteed 
market for prefabricated houses or new- 
type building materials. National Housing 
Agency has outlined procedures whereby 
these contracts can be negotiated. 


* * * 


YOU CAN expect more stringent Gov- 
ernment controls in any trade dealings 
with Argentina. Private. bank deposits 
have been placed under control of the 
Argentine Central Bank and exchange 
controls are to be exercised to give prefer- 
ence to imports of capital goods needed 
for industrial development. 


and administrative decision 


YOU CAN obtain HH priorities for ba} 
tubs, kitchen sinks and water closets 
complete homes under the Veterans’ Hoy 
ing Program. These plumbing supplies ay 
added to the priorities list by CPA, 


* * * 


YOU CANNOT expect to export cq 
metics, toilet preparations, toilet artic 
fresh oranges, lemons or apples, or pag} 
aged foods, such as breakfast cereals, pay 
cake flour, soups and peanut butter, ; 
China. The Chinese Government has ; 
sued trade controls denying foreign ¢J 
change for these items. 





* * * 


£ 
a 










YOU CAN now engage in foreign tra 
dealings without regard to the black jj 
of the U.S. State Department. This list 
outlawed firms was issued during the y, 
to prevent trading with agents of Ge 
many, Italy or Japan. The black list ny 
is officially withdrawn. 


* * * 


YOU CAN expect more tin in produci 
cans and other tin-using products in th 
next quarter. CPA has increased the ti 
quotas for the third quarter of this yeg 
by 10 per cent and allows manufacturey 
more latitude in making products. 


* * * 


YOU CANNOT safely refuse to 1 
employ a veteran who resigned to ent 
military service. A federal court in Masse 
chusetts holds that resignations from pr 
vate jobs to enter the armed services hay 
the same status under the GI Bill ¢ 
Rights as inductions through the drafi 


* * * 


YOU CAN probably get Governmer 
permission to operate a nonstop air-car 
rier service over the transcontinentd 
route of another carrier, provided thi 
your line makes no operational stops « 
the other carrier’s route as a regular prac 
tice. Civil Aeronautics Board holds tha 
such nonstop operations are permissible 


* * * 


YOU CANNOT negotiate an employ 
ment contract in New York whereby yo 
agree to pay income taxes, withholding 
taxes or Social Security taxes of your em 
ployes. A New York State court hold 
such contracts are void under State lan 








Conclusions expressed in these paragraphs are based upon decisions and rulings 0 
courts and Government bureaus. In making their decisions, courts and bureaus conside 
many facts which, for reasons of space, cannot be set forth in detail. Tue Unrrep States 
News, on written request, will refer interested readers to sources of this basic mate 
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WHILE HIS TOOTH watches the 


ASBESTOS 


birdie, X-ray takes a snapshot 
with a hefty burst of “juice.” 
Thousands and thousands of 
volts! Brother, what an insula- 
tion test! 


IN MANY X-RAY machines, an 


important part of the electrical 
insulation job is safely handled by 
control boards mounted on K&M 
Ebonized Asbestos. Because 
of its high dielectric strength, 
Ebonized Asbestos is ideal for 
tough, high-voltage service. 


IN ACTION 





PERFECT FOR switchboards, bus 






bar runs, compartment linings 
and such, it is immune to mois- 
ture and oil, and actually 


grows tougher with age. 


WRITE US for full technical infor- 


mation on this, or other K&M 
Asbestos 
Corrugated for durable construc- 
tion work; K&M Asbestos Tex- 


tiles for insulation and general 
99% 


° 


Products: ‘Century’ 


fire-proofing; Sprayed “Limpet 


Asbestos sound absorbing material. 


Keasbey & Mattison has been making it serve mankind since 1873 


KEASBEY & MATTISON 


COMPANY- AMBLER - PENNSYLVANIA 


Typical X-ray control unit, 
mounted on K&M Ebonized 


Asbestos. Up to 52,000 volts 


pass safely through here! 


*Reg. U. S. Pat. Off. 
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DIESEL Locomotives have proved their 
power to build railroad revenue. 


They’ve shown the way to the speedier 
trains that attract passenger traffic . 
and to the punctual and faster freight 
schedules that win shippers’ business. 


Fairbanks-Morse Diesel Locomotives 
also cut operating costs. The 2000-hp. 
Fairbanks-Morse Diesel-electric generat- 
ing set is the most powerful on the rails. 
This means that — per locomotive — fewer 
of these sets are needed to do the job. 


Diesel Locomotives + Diesel Engines 
Scales « Motors « Pumps « Generators 


Magnetos + Stokers : Railroad Motor 





Cars and Standpipes + Farm Equipment 
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KEY TO WARTIME SCANDALS: 
PRESSURE ON AND BY CONGRESS 


Big-Contract Disclosures as Inevitable Result in Spending of Billions 


Mead Committee policy of 
probing for irregularities 
before G.O.P. gets a turn 


This country now is getting a small pre- 
liminary glimpse of the scandals of World 
War II. These scandals are the inevitable 
result of the hurried spending of many 
billions of wartime dollars. When the Gov- 
ernment spends on such a scale, many 
hands reach out. Some of the money gets 
caught between unscrupulous fingers. This 
was true in the first World War as well as 
the second. 

In the wartime situation, many pres- 
sures are used to obtain war contracts. 
Often they are pressures exerted by mem- 
bers of Congress on behalf of businessmen 
constituents. In addition, the agents of 
war industries swarm into Washington 
equipped with tax-free expense-account 
money, eager to pick up the check for any- 
thing from a cigar to a banquet, bent upon 
advancing the interests of their companies. 
Most of these activities are honest, but a 
certain proportion, probably small, is 
arousing deep suspicions. 

The Senate’s Mead Committee is poking 
into this area of suspicious activity with 
its investigation of the Garsson brothers 
and Representative Andrew J. May. This 
case, however, is considered merely symp- 
tomatic. More cases are to follow. Big 
headlines on war profiteering, spending ir- 
regularities, the use of “influence” are to 
be common for several months. 

Serious questions, as a result, are be- 
ing raised as to the political effect of the 
investigation. Many are asking what po- 
litical motivations lie behind it, what is 
the nature and extent of congressional 
pressure, or of expense-account entertain- 
ment, and what safeguards the Army threw 
around its heavy disbursements. 

The answers to these questions are more 
fundamental than the Committee’s daily 
disclosures: 

Political effect. The investigation can 
only have the effect of damaging the po- 
litical fortunes of the Truman Admin- 
stration and the Democratic Party. The 
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party was in power, and Mr. Truman, or 
the late President Roosevelt, was in office 
when the money was spent. Republicans 
already are making political ammunition 
of the Mead Committee findings, and that 
activity can be expected to increase as the 
war-scandal headlines multiply. 

Surprise is expressed in some quarters, 
consequently, that the chairman of the 
Committee, Senator James M. Mead, a 
New York Democrat, should proceed with 
the investigation, or that the Administra- 
tion would concur in that course. 

It is known that the Senator consulted 
President Truman, told him what was 
ahead and obtained his approval of plans 
tu go ahead with the inquiry. The 
Mead Committee is a continuation of the 
old Truman war-investigating committee, 
which the President headed when he was 


a Senator. He is still deeply interested in 
its work and anxious that it make its 
record complete. 

On good authority, it is said, too, that 
Republican members of the Committee 
were eager to go ahead and could not 
denied. It also was felt that 
better results politically could be obtained 
if the investigation were initiated under 
Democratic auspices and kept under Dem- 
ocratic control than would be the case 
if Republicans should win control of the 
House next autumn and start their own 
investigation. 

Political motivations? Senator Mead 
is a candidate for the Democratic nomina- 
tion for Governor of New York. His politi- 
cal opponents consequently are charging 
that one of his purposes in the investiga- 
tion is to build up his personal prestige 


easily be 
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in that connection. This charge, of course, 
is denied by the Senator’s friends. 

From the political angle, too, it is noted 
that counsel for the Garssons is Wayne 
Johnson. Mr. Johnson is active in New 
York Democratic politics. He is allied with 
the wing of the party there that opposes 
Senator Mead’s nomination, and is con- 
sidered a potential candidate himself. Mr. 
Johnson is a former assistant treasurer of 
the Democratic National Committee, and 
he managed William J. O’Dwyer’s success- 
ful campaign for Mayor of New York City. 

Factors in war spending. These polit- 
ical considerations are, of course, quite 
aside from the issues of war spending. 
These involve, first of all, the question of 
the use of congressional influence. 

Congressman’s job. The exercise of 
such influence has become a major Wash- 
ington industry. Some 80 per cent of a 
Congressman’s time is spent, by a reliable 
estimate, in doing errands for his con- 
stituents. These are legitimate tasks. 

They range from helping a farmer ob- 
tain a tractor to aiding a businessman in 
getting a Government contract. Through- 
out the war, the members of Congress 
were besieged with contract requests. Some- 
times they came from the operators of a 
plant where current contracts were near- 
ing completion. Sometimes they came from 
the labor union in such a plant. Small 
businessmen entangled in OPA procedures 
deluged Congress with appeals for help. 

Some requests for assistance for indi- 
vidual firms or people have come through 
the Congressman’s own political organiza- 
tion, or men highly placed in such organi- 
zations. It is expected that some examples 
of this may find their way into the Mead 
Committee record. 

In any event, the Senator or House 
member jumps to respond to such appeals. 
Ever present in his mind is the thought 
that sooner or later election day arrives. 
Not to act as promptly and effectively as 
possible is to risk alienating a constituent 
and losing a vote or a group of votes. 

When the Congressman calls, officials of 
the War Department, OPA and other 
agencies jump, too. He is not to be 
alienated, because he, too, has a vote, on 
appropriations and on the authorization of 
departmental or agency activities. 

All this is considered a useful and en- 
tirely legitimate part of a Congressman’s 
job. In fact, it is said that members of 
Congress, doing such chores for business- 
men constituents, made an important con- 
tribution to the war effort by directing the 
Army’s attention to sources of production 
that otherwise might have been overlooked 
for months. 

In the case of Representative May, how- 
ever, it is charged that these practices were 
carried too far. As chairman of the House 
Committee on Military Affairs, his in- 
fluence at the War Department was of the 
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highest. He used it to urge contracts for 
the Garsson interests, to oppose freezing 
of Garsson funds, and to obtain an Army 
“E” award for a Garsson plart. 

“E” awards. This has called into ques- 
tion the Army’s practice of acknowledging 
outstanding production by this method. 
The award was opposed by Army ordnance 
men in the area as unwarranted. It was 
granted however, after Mr. May had tele- 
phoned to the then Under Secretary of 
War, Robert P. Patterson, now Secretary, 
requesting such action. Mr. Patterson 
wrote a letter asking immediate consider- 
ation of the Garsson application “on its 
merits.” The award followed. One member 
of the Army Award Board told the Mead 
Committee that this action was the “price 
of political expediency” and said he be- 





listed at $2,213. There was a liquor bill of 
$10,822, and other items. A part of this 
was involved in a banquet, celebrating 
the “E” award, that cost $16,000. The 
War Department disallowed the expense 
claims. 


The agent of the war manufacturer was: 


a familiar figure in Washington’s hotels 
(and in other cities, too). Usually, his 
purpose was legitimate. Red tape or othe: 
obstacles had gotten in the way of his 
firm’s war effort, and arrangements had to 
be made. In many cases the agent had 
money to spend without stint. 

Telephone recording. Army procure- 
ment officials had ever before them the 
prospect of postwar investigation. Elabo- 
rate records were kept of every detail. 
Proffered gifts, such as a case of liquor 


—International 


SENATE INVESTIGATORS MEAD AND MITCHELL 
Big headlines are to be common for several months 


lieved the “E” was given solely because of 
Mr. May’s intervention. 

The point, usually overlooked, about 
the “E” award, is that it was more than a 
bit of wartime tinsel. It gave the firm re- 
ceiving it a preferred position in obtaining 
future contracts. 

Expense accounts. Many gaudy expense 
accounts are said to have found their way 
into the cost of munitions in the early 
days of war production. Later, renegotia- 
tion procedures began weeding them out. 
Later, too, the Internal Revenue Bureau 
required an exact itemization in income 
tax returns. 

In the case of the Garssons, expense 
claims included such items as a flat $10,000 
for Murray W. Garsson’s entertaining in 
Washington. Gold fountain pens, pen and 
pencil sets and cigarette lighters were 


from the Garssons, were refused. If any 
suspicious circumstance arose, telephone 
conversations often were recorded. Over- 
bearing or threatening agents got this 
treatment. So, too, did Representative 
May. Some Army men thought him too in- 
sistent. What he said on two occasions was 
read into the Mead Committee record. He 
charged Gestapo methods. 

Many members of the House are aroused 
at what they consider wire-tapping sur- 
veillance of their telephone conversations 
with Army men. Some are wondering if 
their recorded statements, however inno- 
cent, or innocently intended, might be con- 
strued against them by political opponents. 
There is agitation for forbidding the use of 
the telephone recorder in the future. 

Army culpability? In the Garsson case, 
Army safeguards against unwise spend- 
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REPRESENTATIVE MAY 
More than one political fortune is at stake 


ing of money already are being de- 
nounced. Murray Garsson and his brother, 
Dr. Henry M. Garsson, neither of them 
experienced in operating large enter- 
prises, received a $5,000,000 contract 
and a $1,000,000 advance, before their 
corporation even had been organized. 
War workers in munitions plants were 
thoroughly investigated by the Army, 
but not these top figures of the Garsson 
combine. 


Ultimately, the Garssons, while drawing 
big salaries, pyramided their first corpora- 
tion into a tangled network of 19 inter- 
locking corporations. Fiscal year endings 
varied. Assets could be shifted from one to 
another. Salaries of top officials ran as high 
in some cases as $500,000, and there were 
liberal traveling and other allowances. The 
19 corporations received, in the aggregate, 
$78,000,000 in war contracts, and an over- 
payment of $1,000,000. The Army and the 
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“E’ awards were more than wartime tinsel 
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Justice Department are trying to recapture 
the overpayment and searching for possi- 
bilities of criminal prosecution. The Mead 
Committee, meanwhile, is seeking the 
source of the “influence” that made the 
overpayment possible. 

Mr. May’‘s future. There remains the 
question of what is to happen to Rep- 
resentative May. Members of the House 
are grieved at his conduct with relation 
to pressures on the War Department. 
They are, however, waiting for further 
information on his activities in connec- 
tion with another Garsson corporation, 
a lumber company formed in his own 
Kentucky district. 

This company received $48,000 from 
other Garsson concerns for lumber that 
was not delivered. Mr. May served as its 
agent and handled its finances. The Com- 

















—Alexancer in Philadelphia Evening Bulletin 


POTOMAC PERFUME 


mittee has testimony saying that he was 
financially interested. This he denies. He 
also denies having profited from the firm 
in any way. He has yet to testify before 
the Committee under oath and subject to 
cross examination. 

In the end, the House probably will leave 
the verdict on Mr. May to the voters in his 
district. He is without opposition for re- 
nomination in a primary election scheduled 
for Aug. 3, but he will be opposed in the 
general election next autumn. He has won 
narrowly in his last several elections to the 
House. 

In summary, the foregoing sketches the 
circumstances and Washington practices 
that lay beneath and above the scandals of 
World War II. They will be useful to 
remember as the Mead Committee investi- 
gation progresses. 
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Prices Up—How High? 
Top Levels Since 1920s 


First Days of Freedom From OPA That Boosted 
Corn, Wheat, Livestock, Butter and Raw Materials 


Rising costs at wholesale 
as prelude to increases 
for consumers at retail 


The lid on prices is blowing off in the 
first days free from price controls. That lid 
probably cannot be put back on again, 
judging from price movements 

All commodities, 982 of them, jumped 
4.5 index points in the one week ended 
July 6. The rise in these commodities 
had been only 15.4 points in four years of 
war. 

That is the most conservative measure 
of price trends, covering the broad field of 
all kinds of prices at wholesale. A much 
more sensitive index, and one that shows 
more clearly the really wide swings. is 
found in the list of 28 commodities report- 
ed daily by the U.S. Bureau of Labor 
Statistics 

In these 28 commodities the over-all rise 
was nearly 36 index points in the first 
11 days after control ended July 1. The 
increase during the entire four years of 
war had been only 32.7 points And most 
of these wholesale-price increases, it is 
important to remember, have yet to be 
reflected fully in the retail prices that the 
consumer pays in the stores. This general 
rise breaks down thus: 


Foodstuffs bounced up 64.3 points in the 
first 11 days, compared with only 47.7 
points in four war years 

Farm products, in general, jumped 48 
points in the same period. They had moved 
up 71.1 points during four war years. 

Industrial raw materials, in the same 11 
days, climbed 19.5 points. against the 23 
they gained in the four war years. 

These indexes show the over-all 
creases which followed decontrol. 


in- 


Grains. Some individual commodities 
on the most-sensitive list bounded far 
higher. 


Corn prices, forced up by heavy de- 
mand for livestock feed, rose 80.4 cents on 
the third control-free day to $2,252 a 
bushel, highest level in 29 years, and lost 
only 5.2 cents in the following week This 
was a 52 per cent increase. 

Wheat rose 26.4 cents in Kansas City 
and 34 cents in Minneapolis. to end the 
11 days at $2.135 on the former market 


and $2.225 on the latter. Those were the 
highest prices in 27 years for this important 
crop. 


Other foodstuffs followed close behind, 
with butter and meats shooting up even 
faster. 

Butter, !ong held at low levels in relation 
to other butterfat products. jumped more 
than 17 cents in 11 days when the lid was 
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lifted to hit 73.2 cents a pound, possibly 
an all-time high. 

Choice steers sold at an all-time high of 
$23 a hundred at Chicago on the eleventh 
day, and the top still had not been reached. 
Good steers, moving to markets in peace- 


time volume for the first time in months, . 


went up from $17 to an eleventh-day 
$19.375. 

Hogs, like steers, rose sharply the first 
day of decontrol, from $14.85 a hundred- 
weight to $17.675, highest level in 26 
years, and ended the 11 days only a dime 
below that mark. The price of lard went 
up from 14 cents a pound to 18 cents 
in 11 days. 

Sugar, under Government control, held 
steady at 4.2 cents a pound. But the U.S. 
is to pay more for the 1946 and 1947 Cuban 
sugar crops 

Coffee, which rose from 15.8 cents a 
pound to 21.5 cents in four days, has an 
outlook similar to sugar. U.S. now must 
bid for coffee on a free market. 

That’s the story on wholesale food- 
stuffs In sum, it means sharply rising 
wholesale prices that will show up in the 
prices of foods that people buy in stores. 

Cotton, already up 25 per cent in the 
first six months of 1946, rose from 31 cents 
a pound to 33.9 cents on the eleventh day, 
when it was at a 23-year peak. 

Other industrial raw commodities re- 
acted more sluggishly to the new freedom, 
with producers and buyers waiting for the 
outcome of new price-control legislation. 

Shellac rose more rapidly than other 
industrial commodities, jumping 33.5 cents 
to 70 cents a pound in eight days, before 
breaking to 66 cents on the eleventh day. 
Hides held steady for nine days, then rose 
sharply on the tenth and eleventh. Rosin 
and cottonseed oil also climbed. 

Textiles. There was little activity in 
textiles following decontrol, producers and 
processors waiting for the higher prices 
that they believed to be inevitable. 

Wool tops, however, advanced 9 cents 
to $1.42 a pound. 

Metals. The lull that has prevailed in 
the metals markets appears to be a pre- 
storm calm. Producers are waiting for the 
outcome on price control, and the prices at 
which the Government will sell its stock 
piles. 

Lead jumped first, with a 1.2-cent rise 
the second day of decontrol. Its new price 
of 9.5 cents barely covered the lost sub- 
sidy. Zine followed with a 1.3-cent rise, 
less than the subsidy, to 9.9 cents a pound. 

Tin and copper were unchanged at the 
old ceilings, 52 cents and 14.2 cents a 
pound respectively. So was steel scrap at 
$18.75 a ton. But increases are expected to 
come in most of these metals. 

Wholesale-price jumps are to show up 
in highet costs for producers, processors, 
and distributors, and ultimately in higher 
prices for the goods that U.S. consumers 
buy. 
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Shoes 30 times as costly 
as in this country, though 
rent, doctors take less 


A consumer in the United States, with 
rising prices and shortages, thinks that he 
has his troubles. This consumer now hears 
that in Russia prices on goods of the 
kind that most consumers want are being 
reduced an average of 40 per cent. 

Before the American consumer feels too 
sorry for himself he can compare the price 
he is asked to pay for things freely avail- 
able to him in the stores of this country 
land the price that a Russian consumer 
pays for the things he can buy freely. The 
chart reveals part of the picture. 

An average American factory worker 
makes avout $200 a month. An average 
Russian factory worker earns the equiva- 
lent of about $135 a month. 

Unrationed prices. Against that back- 








ground of official figures, the American 
and the Russian going into stores to buy 
mrationed goods have these experiences: 

A suit of clothing costs the American 
man about $21 to $53, the American 
oman $15.50 to $40. The Russian, with 
less income to spend, and buying outside 
is basic ration, pays $133 to $333 for a 
man’s or a woman’s suit. 

Street dresses cost the American $5.50 
0 $25; the Russian, $125 to $183. And 
washable cotton dresses cost the American 
31.85 to $6; the Russian woman $25 to $46. 
Shoes for men cost the American $5 to 
9 and up. The Russian must pay $156 
0 $308. While the American woman pays 
$4 to $8.50 for medium-quality shoes, the 
ussian woman pays $156 to $566. 

A woolen. sweater costs the American 
$2.25 to $6; the Russian, $20 to $83. 

A bar of soap costs the American a 
ickel or a dime; the Russian, $1.25 to-$5. 
These are the prices Russians must pay 
for the things they want in addition to 
heir limited basic ration. As for that ra- 
ion, here’s how it works: 

Rationed goods include most items the 
Russians require for living—food, cloth- 
ng, fuel, soap, matches and other goods. 
they buy these in ration stores at rela- 
ively low cost, when they can find them. 

At the same time, these same goods 
pud other items are sold in state commer- 
eal stores, at prices set high to soak up 
Freess buying power, and in commission 
Stores and open markets, where prices 
bre still higher. Special discounts at the 
ommercial stores are given to war heroes, 
heroes, art heroes and other privi- 
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J. S. PRICES VS. SOVIET BARGAINS 


Month's Pay for Unrationed Suit in Russia Despite 40 Per Cent Cut 


leged persons. But the average Russian 
wanting more goods than his ration ticket 
allows must pay the full price for non- 
rationed goods. He rarely has enough of 
his income left to buy much. Here’s why: 

Wages in Russia are much lower than 
in this country. The factory worker can 
make $85 to $185 a month, figured at the 
same exchange rate on which the commer- 
cial prices in the chart are based. Tech- 
nical, theatrical and other privileged peo- 
ple may make $200 a month, or more. 
Thus, the factory foreman making a high 
$185 would have to save, after making his 
basic ration purchases, 14 per cent of his 
wages for five months to buy the cheapest 
commercial-store suit. 

Prices of the basic rations themselves, 
moreover, are only relatively low. Take, 
for example, a food basket of several 
weeks’ supply for a Russian, including 
only the foods available to most Russians. 
A basket which would cost $6.14 in this 
country costs $17.30 in Russia. 

If the Russian still is hungry, he can 
buy another basket of the same foods in 
a commercial store. Such a basket would 
cost him around $900 in the commercial 
store. Thus, the wages left over from his 
basic purchases are of little value to him. 

Free services in Russia and some very 
cheap items help toward overcoming this 
difference. Basic medical and dental care 
are free to the Russian. Rents take only 5 
to 6 per cent of his income, against about 
25 per cent in this country. Transporta- 
tion is cheaper in Russia than in the U.S. 
and some entertainment is cheap. 

Production of consumer goods, more- 
over, is increasing steadily. Russia now is 
aiming, under the five-year plan just start- 
ing, at production increases of 25 to 100 
per cent. But even this ambitious plan 
envisages output rates far below U.S. 
standards. For example, the average Rus- 
sian now hopes to buy a pair of shoes 
every two years, at best. The most he can 
hope for by 1950 under the new plan is a 
pair a year. He now has something less 
than a pair of socks or stockings every 
year. Under the new plan, he may get 
three pairs a year by 1950. 

And these are the basic consumer goods 
on which Russia is concentrating. The 
prospect for such things as radios, refrig- 
erators, washing machines and automo- 
biles is too remote to be considered by the 
average Russian. Thus, Russian produc- 
tion is to pass through many more five- 
year plans before consumer goods are 
available in anything like the U.S. quality, 
quantity and variety of today. 
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STRENGTH FOR AMERICAN DOLLAR 
DESPITE COMMODITY-PRICE RISES 


Canadian and Swedish Currency Revaluations as Isolated Cases 


Problems facing the World 
Monetary Fund as result of 
inflationary spurts in U. S. 


The value of the American dollar is be- 
ginning to be questioned, now that prices 
are rising sharply in this country while 
they are controlled in most other nations. 
The question is whether the dollar should 
be quoted at a lower figure in terms of 
other currencies, or whether its present 
value should stand. 

Canada started the questioning when 
the value of the Canadian dollar was raised 
from 90 cents, U.S., to 100 cents, U.S. 
Sweden is raising the value of the krona 
from approximately 24 cents to nearly 28 
cents. Great Britain is not yet giving seri- 
ous thought to changing the value of the 
British pound. At present $4.03 will buy 
one pound sterling, but, if prices continue 
to rise here, Britain may decide that a 
pound is worth $4.50 or even $5. 

These are just sample situations that 
show what is going on in the field of 
world money values. Before getting wor- 
ried about the future of the dollar, how- 
ever, it is well to keep these things, among 
others, in mind: 

The dollar is to continue to be tied to 
gold at $85 an ounce. Dollars will be sup- 
plied at that rate to settle trade balances 
and will be offered at that rate to buy 
gold. The Treasury also will sell gold to 
other countries at that rate. 

An official reduction in the gold value 
of the dollar is not even remotely con- 
sidered at this time. If anything, the price 
of gold might be lowered, thereby raising 
the value of the dollar, since that would be 
a deflationary step in an inflationary peri- 
od. But no move in either direction is get- 
ting the slightest attention officially now. 

No currency is as much sought in the 
world as the dollar. Only the dollar among 
major currencies can be turned readily into 
goods that people want. Chances are that, 
if other currencies were removed from gov- 
ernment control and free exchange were 
permitted, a flight from many of those cur- 
rencies would take place. 

A depreciating dollar inside the United 
States, which means a dollar that will buy 
less goods, is regarded as a temporary 
phenomenon. The British, who have had 
long experience in sizing up U.S. trends 
from a detached point of view, are con- 
vinced that deflation, not inflation, is the 


18 


great American long-run problem. They 
feel that the dollar, instead of being over- 
valued, will be found in the long run to be 
undervalued and difficult for foreigners to 
obtain. They look for a big break in Amer- 
ican prices at some time in the future. 

Problems. At the moment, however, 
with rapidly rising prices in the U.S., the 
outside world is up against some serious 
problems related to the dollar. 





dollars with their own currencies in order 
to purchase the goods they want here, 
Since many nations must buy heavily in 
U.S. markets to rebuild damaged indus. 
tries, and since they have little to offer in 
the way of goods, the temptation increases 
to mark up the dollar values of their own 
currencies, so that their kinds of money 
will buy more U.S. money. The British, 
for example, could buy more U.S. goods 
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Stabilization of currencies, which is sup- 
posed to be undertaken soon by the Inter- 
national Monetary Fund, now is made 
much more difficult. Other countries will 
want to see where U.S. prices level off be- 
fore they make a firm and formal tie with 
the dollar. They are concerned over a 
price boom that would cheapen the dollar 
and then a price bust that would suddenly 
raise the value of the dollar in terms of 
goods that the dollar can buy. 

Buying in the United States is made 
more difficult for foreigners by rising U.S. 
prices. That means they have to buy more 


with a pound at $5 than they now can buy 
with a pound at $4.03. 

Dollar loans, however, promise to tide 
many foreign buyers over this period. The 
British, with a $3,750,000,000 credit, will 
be less concerned with current values of 
the dollar in terms of pounds. The French, 
with around $2,000,000,000, are in the 
same position. So are all other countries 
now having or promised dollar credits— 
and such credits amount to $10,000,000,000 
at least. 

Selling to the U. S. also becomes easier 
as a result of rising prices. Foreign nations 
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can offer goods in competition with U.S. 
producers at a very profitable price level. 
Wheat at $2 a bushel, or lumber at $60 a 
thousand board feet provides an attractive 
U.S. market for Canadian or Argentine 
wheat growers, or Swedish or Canadian 
timber producers. Higher prices in the 
United States will tend to attract a greater 
volume of goods into U.S. markets, but, at 
the moment, most other countries do not 
have a great deal of many kinds of goods 
to offer U.S. buyers. 

A U.S. price rise that promises to be- 
come more or less permanent actually 
would ease the problem of stabilizing cur- 
rencies. Internal price rises in most other 
countries have gone further than the U.S. 
price level, and that fact tended to over- 
value those currencies in terms of official 
rates at which they were exchanged for 
dollars. What that means, roughly, is 


But a 20 per cent price rise here would 
bring the krona to 25 cents. 

The French franc, now officially valued 
at 0.84 cents, still appears to be slightly 
high in terms of French prices, but a U.S. 
price rise could restore the franc to close 
to 1 cent in value. 

Latin-American currencies all appear to 
be overvalued now. Argentine prices indi- 
cate a peso worth 15 cents instead of 24.9 
cents; Mexico’s peso, which exchanges for 
20.58 cents, would probably be more truly 
valued at 12.2 cents. 

These examples indicate that the U.S. 
price level is approaching the price levels 
that other countries have reached since 
1939; that, in free markets, other goods 
could compete more easily with U.S. 
goods. That is another way of saying 
that the official dollar exchange rates of 
other currencies, now that U.S. prices 
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shown in the accompanying charts. A com- 
parison of currency values with price levels 
can yield only a rough approximation, 
since other factors also enter into exchange 
tates. But it provides a clue. 

The British pound at present official 
tates is worth $4.03, but, in terms of Brit- 
ish price rises since 1939, is worth only 
around $3.62. If U.S. prices rise by 20 per 
cent, however, the pound’s value would go 
to $4.35. 

The Swedish krona is quoted at 24 
cents, although internal Swedish prices in- 
late a more accurate value of 21 cents. 
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are rising, are closer to their probable 
true values. 

Higher U.S. prices, if continued, 
promise to bring more stability to world 
trade. High prices here would produce a 
high national income, which, in turn, would 
mean a larger volume of buying. That 
would lead to more imported goods and 
would tend to reduce the amount of U.S. 
goods exported. The net effect of that trend 
would be to bring U.S. imports and ex- 
ports closer to balance—a goal that will 
have to be aimed at in any event. 

So far as the relative values of curren- 





cies are affected, higher prices in the U.S. 
in the long run would mean rising dollar 
quotations for other currencies and less 
trouble in maintaining stable exchange 
rates. The dollar supply to foreign coun- 
tries also would be eased by a larger vol- 
ume of foreign sales to the United States. 
That would reduce the present tendency of 
other countries to try to borrow dollars 
and enable those countries to pay dollar 
debts more easily. 

That is the prospect ahead if this coun- 
try manages to escape a skyrocketing price 
rise and a subsequent price collapse. A 
boom and bust in the United States would 
have repercussions throughout the world. 
Depression prices would give a competitive 
advantage to U.S. goods on world markets 
and a depressed national income would re- 
duce U.S. buying from other countries, 
causing depression there. 

The dollar's value, at the moment, 
however, continues to appear sound. The 
country’s industrial capacity promises to 
take care of the price level over the longer 
period ahead. A price adjustment may 
come sometime in 1947, if the rise is too 
sharp now, but that adjustment is unlikely 
to lead to a prolonged depression any time 
soon. U.S. capacity, and domestic and 
world demand for U.S. goods are too 
great for that. 

Then there are these purely monetary 
moves that are strengthening the dollar: 

The federal budget promises to balance 
in the present fiscal year, ending June 30, 
1947, for the first time in 16 years. That 
means no more new borrowing by the 
Treasury, which adds to the national debt 
and weakens the value of the dollar. 

Debt reduction also is a certainty. If a 
budget surplus is not developed, the Treas- 
ury’s cash balance will be used to retire 
debt. That means a smaller demand on 
the Treasury for dollars. 

Money supply also promises to shrink in 
the period ahead. Most of the debt to be 
retired will be drawn out of commercial 
bank portfolios, which will reduce the 
banking system’s ability to extend credit 
and thus reduce the volume of money. 

Each of these steps is a sign that war- 
time money inflation is to end and that 
the dollar, therefore, is not to be weak- 
ened as a currency. 

Canada’s action is close to being a 
special case. Canada is trying to hold the 
price level to 21 per cent above 1939, 
against a greater price rise here. And 
Canada must import from the United 
States to supply her industry with coal, 
raw steel and industrial parts. Further- 
more, Canada is not a dollar borrower— 
neither is Sweden—but must earn needed 
dollars. A rise in the value of Canadian 
currency thus serves to offset a price rise 
in the U.S. that affects that country more 
directly than other countries are affected. 

Canadian and Swedish currency revi- 
sion, thus, is not likely to set a trend. 
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New Test for 


Democrats: 


Threat of Left-Wing Revolt 


Demands for Third Party to Press Labor’s Program 
And to Counteract Conservative Southern Influence 


Importance of CIO’s PAC 
in political organization 
of key Northern districts 


The varying elements from which the 
Democrats have drawn their power now 
are pulling apart. The coalition between 
union labor and left-wing groups of the 
North and right-wing Southerners, a 14- 
year-old offspring of the depression, is be- 
ing severely tested. New pressures are 
beginning to rise for the creation of a third 
party. And Sidney Hillman, who fought 
down those pressures in the past, is dead. 

For months, the attitude of labor groups 
toward the Administration has been chill- 
ing. They have complained that Southern 
conservatives were directing party policies, 
that President Truman was not fighting 
hard enough for labor’s objectives. 

Some railroad workers broke away open- 
ly after their strike was crushed. Labor 
groups that stand farther to the left have 
been sharply critical. Communist elements 
long have denounced the coalition. Now 
the National Farmers’ Union, the one farm 
organization that usually backed the Ad- 
ministration and which often was sympa- 
thetic to the labor program, is shedding its 
ties with the Democratic Party. 

The death of Mr. Hillman removes a 
balance wheel that helped to hold the labor 
and left-wing groups of the North in line 
with the Democratic Party. He had much 
to do with the creation of CIO’s Political 
Action Committee, which grew up out of 
the wishes of labor to get more action from 
Congress than it was getting. 

In the 1944 presidential campaign, PAC 
played a large part. It was financed by 
contributions from CIO unions. A Na- 
tional Citizens’ PAC was formed as an 
ally to draw other liberals into common 
action. Great organizing drives were con- 
ducted in the industrial areas of the nation 
to register and get out the vote. The effec- 
tiveness of the agency was well understood. 

As the director of this agency, Mr. Hill- 
man was allowed by President Roosevelt 
to have considerable voice in choosing the 
vice-presidential candidate. It was under- 
stood that this candidate should be fully 
acceptable to Northern liberals. Mr. Tru- 
man was, for them, a compromise between 
Henry A. Wallace, whom they wanted, 
and a Southern conservative, whom they 
did not want. 
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Third-party demands began rising 
soon after Mr. Truman settled himself in 
the White House. Labor did not like some 
of his appointments. There were demands 
that the President should push forward 
harder with Mr. Roosevelt’s program, 
which he had verbally adopted as his own. 

In New York, particularly, a restive 
Communist minority inside the CIO and 
the American Labor Party, demanded that 
the tie which bound them to conservative 
Southern Democrats be broken and that 
labor strike out for itself in a third party. 
Most liberals argued that little could be 
accomplished in this way and that a minor 
party would be ineffective. Mr. Hillman 
managed to squelch the movement. He de- 
creed that there would be no third-party 


ClO POLITICAL ACTION 
COMMITTEE 





INTO PAC‘’s OFFICE 
From the ranks ... a successor? 


movement in 1946, and the others accepted 
his decision. PAC was needed as an instru- 
ment for any third party. 

In New York, especially, the death of 
Mr. Hillman adds to the embarrassment of 
the Democrats. For New York is the only 
State in which labor is represented on the 
ballot as a legal political party. And Mr, 
Hillman not only was the chairman of 
CIO’s political agency, PAC; he also was 
chairman of the American Labor Party, 

Mr. Hillman was able to hold the third- 
party movement in check in New York by 
his dual position. His decision against such 
a movement in 1946 is likely to be re- 
spected. This means that the Democratic 
ticket for Senator and Governor in New 
York this autumn probably will have both 
CIO and ALP backing. 

Nationally, the decision against a third 
party is expected to stand through this 
congressional campaign. Plans for PAC’s 
campaigning this autumn already were well 
in hand before Mr. Hillman died. Finances 
were lined up. The organization was fairly 
well set. Policies had been developed. This 
work will go ahead. 

In a congressional election, however, the 
effectiveness of PAC is confined to about 
one third of the congressional districts. 
Only in those areas where labor is well 
organized, and men and women are ac- 
customed to working through organiza- 
tions, can PAC be effective. Farmers and 
white-collar workers are individualistic and 
do not easily fall in line with group meth- 
ods. And, in wide areas of the country, 
workers are unorganized. 

This fact lies back of present large- 
scale efforts to organize workers in the 
South. There CIO-PAC union and political 
organization is going hand in hand. The 
wish of PAC leaders is to crack down upon 
Southern conservatives in their home areas. 
But, in many areas of the South—and in 
perhaps half of the congressional districts 
outside the South—indorsement by PAC is 
regarded as a handicap by the candidates, 
Only in industrial areas is this indorsement 
a great asset. 

The great importance of PAC asa 
political instrument now rests upon the 
fact that in the biggest cities organized 
workers hold the balance of political power. 
Their vote often can swing a State into or 
out of either the Democratic or Republican 
column. It can mean victory or defeat for 
Mr. Truman in 1948. 

The successor to Mr. Hillman, by all 
ordinary rules, must come from the ranks 
of labor. The hope of PAC men now is 
that Philip Murray, the President of CI0, 
can take over the work until this campaign 
is finished and let a permanent successot 
be chosen later. In the meantime, the work 
will go ahead on lines developed by Mr. 
Hillman. But the third-party pressures are 
rising. They may rob the Democrats of 
their most potent political instrument 
the North in 1948. 
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MIDWEST TRENDS IN VOTING: 


Senator Shipstead’s Defeat as Sign of a Weakened Isolationism 


Plan of Mr. Stassen to take 
stump in other States for 
progressive Republicans 


Minneapolis 

Isolationism as an issue is losing its 
pulling power in the Middle West. And 
Harold E. Stassen is in a far stronger 
bidding position for the 1948 Republican 
presidential nomination than he was 10 
days ago. He now is assured of the Min- 
nesota delegation at the convention. 

These facts were amply shown by the 
Minnesota primary. Here the case on isola- 
tionism was clear, a member of the Board 
of Editors of The United States News 
found. It was not muddled by local issues, 
as in Nebraska and North Dakota. Sena- 
tor Henrik Shipstead ran squarely on his 
record, which consists of a straight line 
of votes against co-operation with other 
nations. Governor Edward J. Thye, a 
supporter of the internationalist views of 
Mr. Stassen, and backed by Mr. Stassen, 
was voted by the Republicans as the man 
best fitted to be a colleague of Senator 
Joseph Ball. Mr. Thye got upward of 61 
per cent of the Republican votes. 

Mr. Stassen‘s situation. To the sup- 
porters of Mr. Stassen, the victory of Mr. 
Thye went far toward canceling out the 
defeat of Governor Dwight Griswold, 
whom Mr. Stassen had supported for the 
Republican senatorial nomination — in 
Nebraska. But numerous other issues were 
injected into that campaign. Senator Hugh 
Butler, whose voting record was some- 
what similar to that of Mr. Shipstead, 
won. Now Stassen men are saying that, 
if the issues had been presented squarely, 
the Nebraska decision would have been 
against isolation. 

Mr. Stassen now is convinced that the 
Middle West is both progressive domes- 
tically and willing to co-operate interna- 
tionally. He already is planning to take 
the stump for progressive Republican 
candidates in Illinois and other States of 
the Middle West. 

Although there has been no announce- 
ment of his candidacy for the presidential 
nomination, his own supporters are en- 
thusiastically planning for. the days ahead. 
But, backing progressive Republicans him- 
vif, Mr. Stassen is not making any open 
break with the Old Guard rulers of the 
Republican Party. 

His own men realize that the Republi- 
can Party organization is controlled largely 
by men who .would be inclined to favor a 
more conservative candidate than Mr. 
Stassen. But they hope that their candi- 
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date can build up a popularity for himself 
that will be reflected by the public-opinion 
polls, and will convince the Republican 
leadership that Mr. Stassen is the best 
man the party can nominate 

Factors affecting results in recent 
Midwestern elections are these: 

Light voting that has characterized all 
of the Midwestern primaries except that 
of Minnesota is being given partial credit 
for Governor Griswold’s defeat in Nebraska 
by Senator Butler. Many think that, if 


The Governor’s position with labor was 
strengthened by a refusal on his part to 
countenance an effort some time ago to 
bring manufacturers and farmers in the 
State together into a united front to com- 
bat the demands of labor. Governor Thye 
appeared before a meeting of farmers 
and manufacturers and told the audience 
that he could not go along with any 
movement that tended to unite any two 
of the State’s three economic groups 
against the third. 
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MINNESOTA’S THYE & BALL 
- «Mr. Stassen was leaning on State successes 


the voters had come out, Governor Gris- 
wold might have won. 

But Senator Butler had the backing of 
the Nebraska Republican organization for 
renomination to his post. 

In Minnesota, however, Governor Thye 
faced no such handicap. As Governor, he 
headed his own organization, an organiza- 
tion which Mr. Stassen had taken away 
from the Republican Old Guard in the 
State and staffed with his own men before 
he stcpped out of the Governorship and 
turned it over to Mr. Thye. Moreover, Mr. 
Thye had won wide praise over the State 
for his own work as Governor. 

The Governor’s strength came from 
widely varying groups. Farmers regarded 
Mr. Thye as one of them. He is an active 
farmer. But he also had strong labor sup- 
port. He ran well ahead of his opponent 
in Minneapolis and St. Paul, as well as 
in the rural areas of the State. 


National origins. Appeals to voters on 
the basis of their national origins appar- 
ently failed of effectiveness in Minnesota. 
Senator Shipstead was accused of aiming 
his arguments at voters of German, Nor- 
wegian and Swedish origin. The largest 
single group of voters in Minnesota is of 
German origin. 

But close students of political trends in 
the Midwest say that appeals for votes on 
the ground of national origins are losing 
their pull on younger voters. This con- 
clusion appears to have been bolstered by 
the Minnesota result. 

If this is true, it will have a vital bear- 
ing upon the outcome of Mr. Stassen’s 
future campaigning. Some Midwestern 
areas in which he will campaign hold num- 
erous voters of foreign descent. The way 
they vote can decide which way the Mid- 
west goes. And it can affect, vitally, his 
chances for the Presidency. 


- 
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Contest Over 


BLS Post: 


Fears of Union Influence 


Mr. Schwellenbach’s Promise That Statistics Chief 
Will Be Approved by Heads of Professional Groups 


Desire of business groups 
to prevent tinkering with 
reports on cost of living 


Pressure from labor unions for a change 
in Government cost-of-living estimates is 
reviving fear among some business groups 
that future price figures of the Bureau of 
Labor Statistics may be slanted in favor 
of labor. This implication is being read 
into the recent resignation of A. Ford 
Hinrichs as acting commissioner of BLS. 

Mr. Hinrichs served as acting head of 
BLS for six years under Presidents Roose- 
velt and Truman, but he never was given 
full title to the job. Union opposition gen- 
erally was credited with blocking his ap- 
pointment to the commissionership, a logi- 
cal promotion. During the war he resisted 
strong union pressure for a revision of BLS 
figures to show more change in the cost 
of living than was officially indicated. 

When Mr. Hinrichs announced his resig- 
nation in a letter to Secretary of Labor 
Schwellenbach, he contributed to the fear 
that the unions had won their fight for a 
revision of BLS price-reporting policies. In 
that letter, he expressed fear that nomina- 
tion of a man being considered for the job, 
whom he did not name, would “ruin” the 
Bureau. Also, he expressed regret that he 
had not been able to improve the Bureau’s 
relations with the unions. 

Despite the implications of this letter, 
however, there actually is no real evidence 
that BLS is to lose its objectivity. On 
the contrary, available clues as to the type 
of person now under consideration for the 
job indicate that search is being made for 
an impartial professional man, who will 
owe allegiance to no group in the field of 
labor or business. 

Background. The story behind the 
Hinrichs resignation, as well as it can be 
pieced together from persons close to the 
situation, appears to have no sinister im- 
plications for the future of BLS. That 
story follows. 

Why Mr. Hinrichs resigned. Mr. Hin- 
richs had been acting commissioner since 
1940. He took over after Isador Lubin, 
then head of BLS, had been assigned by 
President Roosevelt to temnorary duty at 
the White House. After Mr. Rooseve]t’s 
death, President Truman found other jobs 
for Mr. Lubin, and eventually Mr. Lubin 
retired from Government service. During 
all this time, Mr. Hinrichs was _ handi- 
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capped by lack of authority because of the 
temporary nature of his assignment. When 
it became evident that he was not to re- 
ceive appointment to the commissioner- 
ship, after six years of service, he resigned. 

Mr. Schwellenbach’s decision. Soon 
after Lewis B. Schwellenbach became Sec- 
retary of Labor, Mr. Hinrichs made it 
clear to his new superior that he could not 
stay in BLS unless he was appointed com- 
missioner. For reasons never made public, 


Association is E. A. Goldenweiser, forme 
research director of the Federal Resery 
Board, a nationally known economig, 
Friends of Mr. Hinrichs feel that neithe 
of these men would approve an appointee 
who would be likely to advocate the union 
point of view on cost-of-living statistics 

A political appointment to the job a 
pears to be ruled out by Mr. Schwellen. 
bach’s assurance that Mr. Lubin and My 
Goldenweiser will be consulted. Besides 
the job is not considered a political plum, 

Labor vs. Mr. Hinrichs. The unioy 
began their attack on BLS cost-of-living 


figures during the war, when they set ou 


to break the War Labor Board’s “Tittle 
steel” formula. The BLS figures were use; 
by the War Labor Board in establishin 
a ceiling on wage increases. BLS estimate 
showed that living costs had risen abou/ 
15 per cent since January, 1941, and the 
War Labor Board decided that 30 pe 
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STATISTICIAN A. FORD HINRICHS 
. the job of price reporting isn‘t considered apolitical plum 


Mr. Schwellenbach decided not to recom- 
mend Mr. Hinrichs for the job. (The com- 
missioner is a presidential appointee, sub- 
ject to confirmation by the Senate.) 

The resignation of Mr. Hinrichs gave 
rise to speculation that Secretary Schwel- 
lenbach had yie!ded to union pressure, and 
might be planning to recommend to Presi- 
dent Truman a commissioner who would 
more nearly reflect labor’s viewpoint. 

Mr. Schwellenbach assured Mr. Hin- 
richs, however, that BLS would be headed 
by a person whose “professional compe- 
tence and integrity could not be ques- 
tioned.”” He expressed “firm determina- 
tion” that the Bureau “shall be free and 
independent and one upon which everyone 
can rely.” In addition, the Secretary prom- 
ised that he would make no recommenda- 
tion of a commissioner until he had first 
consulted with the heads of the American 
Statistical Association and the American 
Economic Association. 

The president of the Statistical Associa- 
tion is Isador Lubin, former commissioner 
of BLS, and the president of the Economic 


cent wage increases above the 1941 levé 
were the maximum that unions could ob 
tain under wartime stabilization rules, 
Later the figures were challenged by th 
unions as unrealistic. They contended th: 
living costs actually had risen. much mom 
than that, placing the increase at nearer 
per cent than the 24 per cent which th 
index showed in the autumn of 1944, Th 
controversy led to appointment of a specid 
presidential committee to study BLS meth 
ods in light of the unions’ charges. Thi 
committee, headed by William H. Davis 
supported most of the BLS methods an 
gave the Bureau a virtual clean bill 0 
health. The unions, however, never relentet 
in their attacks upon Bureau methods. 
Future of BLS. There thus appears 
be no sign that BLS methods of comp 
ing a consumer price index or its othe 
basic figures are in for a change. If a1 
commissioner should start tinkering wil 
the system, a series of resignations ¢ 
lesser BLS officials might be expected. Bi 
Mr. Hinrichs’s resignation carries no su¢ 
implication of danger ahead. 
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POSTWAR BIGNESS OF THE U.S.: 
MORE PEOPLE, MONEY, BUSINESS 


Outlook for Increased Production, Incomes and Standards of Living 


Trend to higher taxing 
and spending on part of 
the Federal Government 


This country is turning out to be a 
much bigger country than it was before 
the war. That fact is dawning on people 
very slowly, but it is a fact that is to 
take on more importance as time goes on. 

Food supplies that would have meant 
surplus before the war now are short of 
needs. Housing that was considered ade- 
quate back in 1940, with some vacant 
dwellings, now is acutely short. The office 
buildings and factory buildings that were 
partly vacant before the war now are over- 
flowing. Almost everywhere the country 
is breaking out at the seams. 

Yet “normal” continues to be regarded 
as 1939 or 1940. Industry has been striv- 
ing to return its production of automo- 
biles, houses, refrigerators and other goods 
to the prewar level, expecting that this 
level of production might go far to satisfy 
demand. Farmers often feel that there is 
something unnatural about today’s demand 
for food. Price controllers have been trying 
to push industry’s profits back to a 1936-3¢ 
level on the ground that the dollars earned 
then were as much as industry should 
normally be entitled to earn. 

The Pictogram on pages 24 and 25, 
however, shows why it is that people in 
the U.S. are to be forced to recognize that 
things have changed since the days hefore 
war became a major preoccupation and 
that ideas of going back to prewar days 
will need to be revised. 

Population of U. S., for one thing, now 
is nearly 10,000,000 greater than it was 
back in 1940. That means 10,000,000 more 
people to feed and clothe and house and 
provide with the gadgets that go along 
with American civilization. This increase 
in population is centered in the lowest age 
groups and means that there will be a 
much larger than prewar “normal” de- 
mand for all the things that are needed 
to provide for youths as they grow up. 
Family units have increased propor- 
tionately more than population. Where 
the country had 35,125,000 families before 
the war, it now has 38,175,000 units. This 
Increase of more than 3,000,000 families 
explains in part the almost explosive de- 
mand for new houses. With a larger num- 
ber of families, there is need not only for 
more houses but also for all the things that 
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go into houses, for furniture and kitchen 
equipment and vacuum cleaners and other 
things With more families, too, there will 
be more children, and more children will 
increase demands for more schools. More 
people and more families mean more cars, 
which will complicate the country’s traffic 
problem and lead to urgent need for more 
and better highways. 

Production. The increase 
in the number of people in the 
U.S. during war years is a 
basic increase in the country’s 
size that has far-reaching im- 
portance. 

The labor force. The num- 
ber of persons over 14 years 
of age who are working or 
seeking work, has grown nearly 
6.000,000 to a total of 61,- 
501,000. In part this is an ab- 
normal increase because many 
persons who entered the labor 
force during the war—women, 
older people, children—are not 
leaving that force after war’s 
end. This means that industry 
and government and_ other 
occupations need to provide 
many million more jobs than 
before the war. The work of 
these added millions. in turn, 
is to increase the volume of 
goods and services available 
for enjoyment. 

Industry’s production rate 
is to be held much higher than 
before the war if jobs are to be 
provided for those who want jobs and if the 
needs of the millions of added people are 
to be met. In 1940, industry produced at 
25 per cent above the average of 1935-39 
and it was considered something of a boom 
year. Now, industry, with all of its trou- 
bles, is turning out goods at a rate nearly 
70 per cent above 1935-39, and that level 
of operations is to rise sharply. 

Steel to support that level of industrial 
operations could be turned out, with 
capacity operations, at a rate of nearly 
92,000,000 tons a year. Actually, steel is 
being produced at about 85 per cent of 
that rate. Before the war, steel was pro- 
duced and used at a rate of 60 to 70 per 
cent of a capacity of less than 82,000,000 
tons. Prewar conceptions of the scope of 
industrial operations have to be revised. 

Farm production, too, has risen sharp- 
ly and will need to stay higher to provide 


food for the nation’s larger population. 
Farmers are producing food at a level 
nearly one third higher than in the 1935-39 
period. They are doing this with fewer 
workers and with inadequate machinery. 
The very high level of farm output still 
is not high enough to meet demands for 
farm products. A large slice of this de- 
mand comes from abroad and may be 
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A NEW FIGURE FOR THE CENSUS BUREAU 
... the nation must think in bigger terms 


temporary, but U.S. agriculture as a per- 
manent thing must supply more food and 
fibers for more American people who are 
inclined to eat and dress better than before. 

Income. The country’s growth needs 
to be measured on still another basis. 

Money supply. The currency and bank 
deposits in the hands of individuals and 
business, is vastly greater than it was back 
in 1940. Where the available money was 
$66,000,000,000 before the war, it now is 
above $150,000,000,000. Money supply 
alone is not an indication of the degree 
of growth in industry or in activity, but 
it does show that growth is not to be 
hampered by any shortage of dollars. It 
shows, too, that, if money should start 
to turn over more rapidly, things might 
get out of hand. 

Income payments to individuals are a 
better measure of growth. Those payments 
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1940 
131,970,000 


81,600 
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back in 1940 were $76,000,000,000. They 
now are at an annual rate of about $159,- 
000,000,000. In 1929, which always has 
been considered the real boom year, income 
payments reached $81,000,000,000. It can 
be seen how greatly the nation’s income 
level has expanded since that time, al- 
though an increase in the living-cost level 
of about 30 per cent offsets in part the 
increase in level of income. Farmers and 
wage earners, in particular, have had in- 
creases that far exceed prewar living costs. 

Income increases open the way to enjoy- 
ment of more goods and services and, 
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thereby, to higher standards of living, pro- 
vided those goods and services are turned 
out. People are traveling much more by 
airplane than formerly. Railroad travel 
is far above any level of the prewar 
past. Food consumption is at a record 
high. Clothing soon will be produced 
and sold in a volume above anything 
in the past. Within six months the pro- 
duction of automobiles and other consumer 
durable goods will exceed any prewar 
production. 

Government. There is another side to 
this picture, however, with growth not 
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confined to the income and _ production 
side of the picture. 

Spending by Government, too, is ™ 
a new peacetime scale. Before the wat, 
the Federal Government, with all its New 
Deal activities, was able to spend ata 
rate of only $9,000,000,000 a year. In thi 
peacetime year, started July 1, the Gor 
ernment will spend at a rate of $37,000; 
000,000, and it may spend at a somewhal 
higher rate than that when more veterals 
are given terminal-leave pay. 

Public debt, which must be supported 
by the activity and income of the people 
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has grown at a very great rate. A debt 
that frightened people when it was around 
$51,000,000,000, before the war, gets only 
passing attention now that it is above 
$250,000,000,000. With incomes high and 
activity high, people are not concerned 
with debt. That concern comes when in- 
comes and activity are declining. 

Tax payments likewise have gone up in 


a striking way. In the New Deal days, 


there was much groaning over a tax bur- 
den that amounted to a maximum of 
$6,000,000,000 a year. In this new fiscal 
year, started July 1, it is probable that 
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INCOME PAYMENTS 


1940 
$76 BILLION 


— 100) 1946 
131 


9,067,000 


MILES PER MONTH 


taxes of all kinds, paid to the Federal 
Government, will exceed $38,000,000,000. 
Where the country was unable to balance 
a $9,000,000,000 budget before the war, 
it will more than balance a $37,000,000,000 
postwar budget. 

All these figures add up to the fact that 
the United States in 1946 is quite a dif- 
ferent country than it was in 1940. The 
old conception of the nation’s size is hav- 
ing to be revised in the light of experience 
and of wartime’ growth. Before the war, 
New Dealers complained that the trouble 
with the country was that it had never 


1946 
$159 BILLION 


1946 
21,000,000 


become accustomed to big figures. They 
argued that, if people only would overcome 
a tendency to take fright at the mention 
of $100,000,000,000. everything would be 
all right. In this postwar period there is 
no evidence that the public is shocked by 
figures that are bigger than anything 
dreamed of 10 years ago. 

Almost everything about the U.S., as 
the Pictogram shows, has become bigger 
in the war years. This means that old views 
of markets and incomes and wage pay- 
ments and production and other measure- 
ments of well-being must be revised. 


25 








The National Week 








Abundance in the Corn Belt: 
Record Harvests Ahead 


Dilemma of Farmers Over Whether to Sell Grain or Feed to Livestock 


High land values, chance 
of price drop, resistance 
of buyers as chief hazards 


Des Moines, Towa. 

Everywhere throughout the great food- 
producing areas of the Middle West there 
are bumper crops. In Kansas and Ne- 
braska, wheat is overflowing the country 
elevators, straining the railroads’ ability to 
move it to market fast enough. Through 
Illinois, Iowa and into South Dakota and 
Nebraska, corn never looked better at this 
time of year. 

Grains of all kinds promise to pour from 
farms in record or near-record quantities. 
The official estimate of a bumper 3,350,- 
000,000-bushel corn crop already looks 
low on the basis of gains made in the last 
week or two. The estimate of a 1,100,000,- 
000-bushel wheat crop may turn out to be 
low too, if weather holds over the wheat 
Near-record yields of oats are 


country. 
Pastures are in 


about to be harvested. 
excellent condition. 

A feeling of abundance pervades this 
whole country. To a member of the Board 


of Editors of The United States News 
traveling through this farm area, inter- 


viewing farmers and observing crops, it 
seems a certainty that city people are to 
get increased quantities of foodstuffs in 
the months ahead. Farmers say that 
they have no intention of holding back 
their products in order to take advantage 


of even higher prices, now that price 
control seems unlikely on most agricul- 


tural products. 

Marketing speed-up. Meat animals 
moving to market again in rather large 
numbers are cited by farmers as evidence 
of a return to normal marketing habits. 
More than 400,000 fat grass-fed cattle from 
the pastures of Kansas and Oklahoma are 
expected to move to packing plants in the 
next 90 days. 

Corn-fed cattle, however, are in short 
supply, and probably are to stay scarce for 
a while. That is due both to the high price 
of corn and the Government’s campaign to 
discourage ‘livestock production to save 
grain. Supply of hogs is below normal for 
the same reasons. But the new corn crop 
shold provide a big increase in the 
country’s meat, milk, butter, poultry and 
egg supplies next year. It will take 
that long for high meat and dairy prices, 
encouraging the feeding of grain to live- 
stock, to shift the emphasis away from 
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the present profitable practice of selling 
grain as grain. 

Outlook. Abundant crops and clamor- 
ous demand for food from all over the 
world add up to prosperity for the farmers 
out here. Yet some of them already are ex- 
pressing the view that today’s bonanza 
may not last long. There is a feeling that 
grain prices could go tumbling even this 
year, in the face of such overwhelming pro- 
duction. This fear of surplus is not shared 
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THE FARMER & HIS CRIB 





age farm was selling for $145 an acre. The 
increase is continuing, and just lately a 
160-acre farm sold for $350 an acre. Farm 
Security Administration stopped buying 
land for its tenant-purchase program, on 
the ground that prices were 25 to 40 per 
cent too high to permit a tenant to pay out 
his loan even on very easy terms. Many 
farmers out here remember the way land 
sold for taxes, the forced sales and the fore- 
closure riots that occurred in the early 
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ANY OLD BARN IN A BOOM 


-«. even inflation fears couldn't stop the flow of foodstuffs 


by officials in Washington, who, expect 
shortages to remain regardless of this year’s 
grain production or any reduction in ship- 
ments of grain abroad for relief purposes. 
In the year now ending, grain exports to- 
taled about 400,000,000 bushels. They will 
not exceed 250,000,000 bushels in the year 
ahead, and probably will be much under 
that level. This is due to the Government’s 
refusal to bid up the price of grains to ob- 
tain wheat and corn for,export. 

Danger signs. But the farmers can see 
miles on miles of waving grain high enough 
for men to get lost in, and they find it hard 
to forget the days of “two-bit wheat” in 
the 1930s. Danger signs which might point 
to another boom and bust, such as that 
following World War I, are getting close 
attention. 

Land prices are one such danger sign. In 
Iowa, farm land had gone 60 per cent above 
prewar prices by March 1, when the aver- 


1930s when inflated land values hit the 
bottom during the depression. 

Buyers’ resistance to high-priced farm 
products is noticed, too. When butter, 
plentiful in Iowa, goes up to 80 cents 4 
pound, many housewives turn it down, Ia 
St. Joseph, Mo., butchers and their cus 
tomers have refused to buy round steak 
retailing at 70 cents a pound and T-bone 
steaks at 80 cents a pound. These are && 
amples, close to home, of the consti 
resistance to high prices being repo 
from large cities. Farmers know thal, 
when people are unable or unwilling to 
buy foodstuffs at the present rate, 
farm output can re- -establish surpluses 
depress prices in a short time. 

Rising costs of the tractors, hardware, 
autos, house furnishings and all the other 
things farmers hope to buy are another 
source of worry. Farmers feel there is 4 
chance that the prosperity they enjoy from 
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high prices for farm products will turn out 
to be something of a mirage if the cost of 
everything they must buy in the city gets 
out of hand. 

Uncertainty over prices of feed, grain 
and livestock during the next few months 
pose some of a farmer’s most difficult prob- 
Jems. One risk is that of feeding grain to 
livestock without assurance that the live- 
stock will sell several months from now at 
a price high enough to enable the farmer 
to pay out. One farmer with 35 cattle and 
1600 bushels of corn has just sold both, 
reasoning that he might never get a higher 
price for either his cattle or corn, and that, 
if he went on feeding high-priced corn to 
cattle, he would be taking a long chance. 
Another, however, is taking that chance. 























CROP REPORTER GETTING A BUMPER STORY 
. . . Washington isn‘t worrying about a surplus 


He is holding on to 200 pigs and 2,000 
bushels of corn, though he is frankly un- 
certain about what he will do a little later. 
To raise the pigs to market weight he will 
have to buy another 3,000 bushels of 
corn. That will cost more than he 
thinks he might get for his full-grown 
hogs. Yet raising hogs is part of his 
business and he wants to stay in that 
business if he can. 

Farming conditions. Inflation fears 
and price uncertainties are not likely even 
to slow down the Midwest’s great outpour- 
ing of foodstuffs this year. The outlook is 
good in all important respects: 

Farm labor is almost back to its normal 
prewar strength in most sections. In Iowa 
the supply of farm hands just about stays 
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FARM RECRUITS AGAIN ROLL TO THE COUNTRY 
... there is a shortage of corn de-tasselers 





even with demand for the first time since 
Pearl Harbor. Some shortages persist de- 
spite high wages. There is a shortage of 
workers for corn de-tasseling and for bean 
picking, which starts in some areas in mid- 
July. In sections of eastern Minnesota, 
college and high-school youths again are 
being recruited for summer farm work. 

Mechanized farming, despite shortages 
of equipment, including repair parts, has 
taken away much of the risk that goes 
with harvesting by hand. Much wheat is 
harvested on a custom basis, by combine 
operators who charge $3 to $3.50 an acre 
and do the entire job with their own com- 
bines and tractors. 

Weather is still a danger, during the 
next few weeks, when corn is just begin- 
ning to show its silky tassel. At this time 
the corn can be burned by prolonged hot 
spells. Past the tasseling point, apparently 
only early frost could prevent the best 
Iowa corn land from yielding over 75 
bushels an acre, which is far above an 
average yield. So far this season, crop con- 
ditions have been almost ideal, with suf- 
ficient rain, and temperatures ranging 
from 80 to 90 degrees. Insect pests such as 
the Hessian fly and the European corn 
borer have done some damage, but DDT 
sprays are proving effective against pests. 
The threat of drought in late July or 
August is always present, particularly in 
Kansas, and that is why farmers keep their 
fingers crossed until the crop is in the 
barn. Almost all Iowa corn, and most of 
that planted in Kansas, is a hybrid type 
bred to resist drought. Improved cultiva- 
tion methods also help to combat dry 
weather. 

One weather danger now is passing rap- 
idly. That was the risk some wheat grow- 
ers were forced to take during the boxcar 
shortage, when thousands of them piled 
wheat in fields and farmyards. The piled- 
up wheat now is moving to storage rapidly. 
About 15 per cent of the wheat stored out- 
side was spoiled. 

Chance of another “dust bowl” is recog- 
nized by farmers. Many fields, particularly 
in Iowa, are contour planted to protect the 
soil against rain and wind. 

Altogether, the impression received 
from observing this rich country is one of 
optimism in nearly all sections. Crops 
promise to equal, if not exceed, the best 
yields in history. Prices are good and mar- 
kets wide open, so there is less uncertainty 
about the year’s eventual profit than farm- 
ers normally expect in their yearly gamble 
on weather and prices. Cash money, once 
so scarce, is flowing around in quantities, 
from the $500 bills flashed by black-market 
operators out in the cattle country to the 
high wages farm hands show in town on 
Saturday night. While inflation and the 
threat of surpluses are constantly in the 
minds of many people out here, most of 
them will find it hard to be pessimistic just 
at harvest time in this land of plenty. 
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SIGNS OF PEACE FOR EUROPE: 
EFFORT TO AVOID WORLD SPLIT 


Compromises With Russia That Impose Losses on Smaller Nations 


Opening of talks to solve 
puzzle of what big powers 
will do about new Germany 


The log jam that has been delaying 
peace in Europe for nearly a year is be- 
ginning at last to break up. 

Compromises have been reached _be- 
tween Russia and the Western powers on 
issues that long have been stalemated. Now 
= nations are preparing to convene in 

Paris, July 29, to review the drafts of 
yeace treaties for Italy, Bulgaria, Rumania, 
Hungary and Finland. Big-power talks on 
terms of peace for Germany and Austria 
have been started. 

Thus, the diplomatic duel between For- 
eign Minister V. M. Molotov, for Russia, 
and Secretary of State James F. Byrnes, 
for the United States, has been suspended, 
and a final split of the world into two 
rival blocs is being avoided, at least for a 
time. 

What treaties cover. High spots of 
the treaty drafts, agreed upon by the U.S., 
Russia, Britain and France, and now to be 
considered by the 21 nations, are now re- 
vealed. 

Italy loses heavily in the decisions 
reached by the foreign ministers. Her fleet 
is reduced to four cruisers. The province of 
Venezia Giulia is taken away from her, 
with the city of Trieste placed under 
United Nations control and the Hinterland 
going to Yugoslavia. Two towns on the 
French border, Briga and Tenda, are 
awarded to France. The Dodecanese Is- 
lands go to Greece. Italy must pay Russia 
$100,000,000 in reparations, with claims of 
Greece and Yugoslavia still pending. Post- 
ponement of decision on Italy’s African 
colonies means that these colonies will re- 
main under British control, at least until 
next year, and may never come back to 
Italian control, even under trusteeship. 
Only in retaining South Tyrol, which Aus- 
tria wanted, is Italy getting support from 
the big powers. 

Finland loses the Karelian Isthmus, 
north of Leningrad, and the Arctic port of 
Petsamo. Russia gets both. 

Hungary loses Transylvania, which Hit- 
ler gave to her early in the war. Russia’s 
action in restoring that province to Ru- 
mania now is approved by the other big 
powers. 

Rumania loses the provinces of Bes- 
sarabia and Bukovina, both of which Rus- 
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sia is getting, and Southern Dobruja, at 
the mouth of the Danube, which is being 
awarded to Bulgaria in accordance with 
Russia’s wishes. 

Bulgaria does not yet lose any land to 
offset her gain of Southern Dobruja, but 
territorial claims by Greece still are to be 
settled. 

In general, peace terms for Finland, 
Hungary, Rumania and Bulgaria, as to 
reparations and other provisions, follow 
the armistice terms Russia already has im- ing. Those rules, 
posed. In the case of Italy, however, where _ ference, will permit only countries that ae 
U.S. and Britain are dominant, Russia tually were at war with a given enemy te 
fails to get her way on most of the points — help draft the treaty for that enemy, and 
for which she was pressing. will make all decisions in committees sub 


Questions remaining to be taken 
at the peace conference include demand 
of U.S. and Britain for free trade along 
the Danube River; what shall be dome 
with Allied property in the former enemy 
countries, and whether 
from the treaty terms shall go before the 
International Court. 
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Strategy of Russia in the coming con) 
ference already is foreshadowed by the 
rules the foreign ministers are recommend. 
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” wiamasaer in Philadelphia Srening Bulletin 


BEGINNING TO THAW 


—Russell in Los Angeles Times 


WHAT IT HINGES ON 


INTERMISSION: FOR MESSRS. MOLOTOV & BYRNES 
. diplomatic dueling was suspended 
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—Carlisle in New York Herald Tribune 


ANGELS CONVERGING ON A PIN 














—U. S. Army 


AT POTSDAM: MESSRS. STALIN AND TRUMAN 
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“BEAUTIFUL, BEAUTIFUL” 


From zone to zone, old agreements were hindered by old rivalries 


ject to a two-thirds vote. Since Russia 
dominates the votes of Ukraine, Byelorus- 
sia, Poland, Czechoslovakia and Yugo- 
slavia, besides her own, she, in effect, would 
hold a veto over any changes in the treaty 
drafts for the Balkan countries and Fin- 
land. 

Mr. Byrnes, however, won out in his 
insistence that the conference be left free 
to make its own rules, and there is at least 
a chance that the procedure recommended 
by the Big Four will be ignored. 

Informed opinion is that, although warm 
arguments may develop, the coming con- 
ference will lead to agreement on peace 
terms for the five countries affected. But 
the question of peace terms for Germany, 
viewed as more fundamental, has just be- 
gun to get formal consideration. 

Issues over Germany have split the 
Allies wide apart, in contrast to the unity 
they seemingly had achieved a year ago. 
Then, President Truman, Generalissimo 
Stalin and Prime Minister Attlee joined in 
the Potsdam Agreement, which contained 
detailed plans for the treatment of con- 
quered Germany. Now the Potsdam Agree- 
ment has broken down and each of the 
four occupying powers is administering its 
Tespective zone according to its own ideas.” 

Several of the issues dividing the Allies 
with respect to Germany have to do with 
turrent administration. 

Reparations deliveries from the western 
“‘mnes to Russia have been stopped, on the 
found that Russia has failed to supply 

“hood from her own zone. U.S. and Britain 
‘point out that this failure has forced them 
to bring in food from outside, at great 
“Gipense, to keep the German people in 
Meir zones alive. Now Russia is demanding 
$10,000,000,000 in reparations from Ger- 
many, a figure far beyond anything con- 
templated by U.S. and Britain. 
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Exchange of goods among the zones is 
at a standstill. To relieve this paralysis, 
Mr. Byrnes is proposing that any two or 
more zones join immediately in a com- 
bined economic administration. This may 
result in at least a U.S.-British merger. 

Demilitarization is another bone of 
contention. Russia suspects that Britain is 
keeping German troops mobilized, and has 
demanded an investigation of German de- 
mobilization in all four zones. Britain sus- 
pects that Russia is getting munitions from 
German factories, and has demanded that 
the investigation cover industry as well as 
troops. Neither will agree to an investiga- 
tion on the other’s terms. 

Treatment of property varies from zone 
to zone. Russia, claiming that she has 
broken up big estates and cartels in her 
zone, accuses U.S. and Britain of pro- 
tecting German property owners in their 
zones. 

Rivalry for friendship of the Germans 
is growing keener between U.S.-Britain 
and Russia. The Western powers are en- 
couraging conservative elements among the 
Germans, while Russia is encouraging 
Communists. A German youth organiza- 
tion in the Russian zone, led by German 
boys and giris trained in Russia, numbers 
200,000. 

Now still other issues, that are related 
to Germany’s longer future, have been 
revealed by the foreign ministers’ discus- 
sions. 

Dismemberment of Western Germany, 
strongly favored by the French, is strongly 
opposed by Russia. Britain and the United 
States also have been cool to the French 
ideas for separation of the Ruhr and 
Rhineland from Germany, but were pre- 
paring to go part way with the French 
through plans for a Germany composed 

of federated states. Russia, however, has 





taken her stand flatly for a centralized 
Germany. 

As to industry, Russia apparently wants 
to go even further than Britain in permit- 
ting Germany to stay industrialized. Thus, 
all of the big powers are turning their 
backs on the Potsdam plan for making 
Germany more nearly an agricultural na- 
tion. 

Length of occupation is an issue that 
has not yet been debated, but it is being 
discussed privately. Britain, France and 
Russia all are reported to favor a period 
of occupation of 20 to 25 years, with any 
new German government kept on proba- 
tion in the meantime. The U.S., not so 
directly concerned, may favor a shorter 
occupation, 

The disarmament treaty proposed by 
the U.S., to follow the period of occupa- 
tion, has drawn fire from Mr. Molotov, 
who says the U.S. proposal is “entirely 
inadequate.” This proposal, he asserts, 
seems to provide for ending the period 
of occupation before reparations and 
economic disarmament have been com- 
pleted. 

A play for time? Russia’s counter- - 
proposals concerning Germany are con- 
strued by some officials as a means of 
delay, to give her time to consolidate her 
position in her own zone of Germany and 
also win friends in the other zones. Accord- 
ing to this theory, Russia hopes to con- 
vince the German people that their best 
future lies in looking to her rather than 
to the Western powers for leadership. 
Eventually, these officials believe, Russia 
will be ready to join in a settlement of 
German peace terms, just as she now is 
joining in a settlement of terms for Italy 
and the other enemy nations. But not 
until that time arrives, if it ever does, will 
Europe really achieve complete peace. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 





* 


(The Editor of ‘The London Economist,” a lead- 
ing British journal, has written an article which 
applies so plainly to the economic situation in 
the United States, too, that we are presenting it 
to our readers herewith. The problems of recon- 
version the world over are much the same and 
apparently human nature is not far different 
either.—David Lawrence, editor.) 


FROM “THE LONDON ECONOMIST” 


It has long been obvious that economic and social 
policy in Britain in these years of transition must be 
a race between the natural impatience of a tired people 
and the progress of material recovery. It is difficult to 
be sure that the race is being won. Many of the visible 
indications at the moment are that it is being lost. It 
would be wrong to put more than a portion of the 
blame on the shoulders of His Majesty’s Government. 
A Conservative Government might have been quicker 
in relaxing the restrictive controls and less ready to 
chase doctrinaire side issues. But they would certainly 
not have enjoyed the very remarkable degree of in- 
dustrial peace that is one of the encouraging features 
of the present. It is, in any case, a piece of human 
vanity in politicians to pretend "hat they are the 
masters of events when they are far more often the 
slaves of circumstance. The Government have had 
bad luck, particularly in the matter of food, and no 
other party would have had better. 

But this is by no means the end of the matter. The 
painfully slow progress of recovery in this country 
cannot be explained simply by bad luck—the more so 
since other countries, not noticeably more lucky, have 
been able to move so much more quickly. It is difficult 
to deny that there is a sluggishness about British ac- 
tions, public and private, that does not exist elsewhere. 
The indefinable, but undeniable, secret impediments to 
action that turned the inter-war years into an interval 
of frustration, the hidden causes of “Too Little and 
Too Late”—these cobwebs were, it seems, only tem- 


THE CARROT AND THE STICK 
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porarily blown away in 1940. The British community 
is sound in wind and limb, it has an immense ac 
cumulation of subconscious judgment, it rarely make 
a very stupid mistake, prudence is its middle name 
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but it moves so slowly. This is not true of publi 
affairs alone. From all over the country, the story ¢ 
the present time is the same: there is no active di 
content, but also no sparkle or enthusiasm for an 
thing but the various ways of consuming leisure, 
would be dangerous to write this mood off merely as 
temporary phenomenon of exhaustion; many million 
of individuals are in better health and spirits to-dg 
than they have ever been. Besides, the same phe 
nomena were all too visible when the excuse of e 
haustion did not exist. The probability is that it is? 
more permanent state, and the causes of it deser 
some inquiry. 

The human donkey requires either a carrot in fron 
or a stick behind to goad it into activity. It is fashiom 
able at the moment to argue that the carrot is the mo 
important of the two: “incentive” is the watchworj 
and all classes of the community are busy arguing ths 
if only they are given a little bit more in the way 4 
incentive (at the expense of the rest of the community 
they will respond with more activity. From miners 
company promoters, the basic argument is the sam 
And no doubt, within limits, it is quite correct: a bigge 
carrot would make the donkey move a bit faster. Bu 
it is probably more realistic (though it has that toud 
of brutal cynicism that is so much frowned upon the 
days) to hold that the stick is likely to be mao 
effective than the carrot. It may be true that on 
reason why people will not work hard is that the 
can buy so little with their wages. But it is mud 
more true that they will not work because the fes 
of the sack has vanished from the land and because th 
Bankruptcy Court is a depressed area. Howevé 
it is not necessary for the present purpose to afg 
the respective potencies of the carrot and the stick 
it is enough to agree that, if an active and progressi 
economy is to be founded on the frailties of hum 
nature, both are needed. 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





But the whole drift of British society for two genera- 
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tions past has been to whittle away both at the carrot 
and the stick, until now very little of either is left. It is 
the passion for equality—excellent in itself—that has 
removed the carrot. The rewards of success have not 
merely been shrivelled, they have been poisoned, since 
commercial success itself has been turned, in the eyes 
of wide circles of society, into a positive disgrace. 
There is a conspiracy of labour, capital and the state 
to deny enterprise its reward. The state takes it away 
in high taxation. All economic progress is, by defini- 
tion, labour saving; yet the attitude of the trade 
unions, successfully maintained, is that they will per- 
mit labour-saving devices only provided that they do 
not in fact save labour. Nor is the attitude of organised 
capital any better. The embattled trade association 
movement has had great success in building up a code 
of industrial good® manners which puts any attempt 
toreduce costs and prices by greater skill or enterprise 
under the ban of “destructive competition.” The in- 
dustrialist who discovers a way of making better 
things more cheaply (which is what he is sent on earth 
todo) is deprived by the state of all pecuniary return 
and by his own colleagues of any social reward. Instead 
of acarrot he gets a raspberry. 

What is perhaps not quite so familiar is that the 
same process has been applied to the wage-earner as 
well. Together with the levelling down of incomes there 
has gone a levelling up of wages. Day rates and “guar- 
anteed weeks” steadily replace payment by results, 
with the deliberate intention of ensuring that the 
slacker shall earn as much as the hard worker. The 
margin of advantage that a skilled artisan secures 
over an unskilled labourer, when taxation and the 
Price level are taken into account, is only a small 
fraction of what it was before the First German War. 
And just as the enterprising employer will be black- 
balled from his club, so the worker who works too 
hard will be told by his union that he is taking 
bread out of other men’s mouths. The whole effect 
of the growth in strength of the trade union move- 
ment—indeed, one can say its deliberate intention 


uthe human donkey requires either a carrot in front or a stick behind 
to goad him into activity’—System that rewards enterprise and 
| resurrects spirit of competition needed for economic recovery. 





—has been to divorce the worker’s income (or at 
least his cash income) from any dependence on 
the efforts he makes. 

The stick has been whittled away no less than the 
carrot. No one, in these days, would deny either 
the principle or the practice of social security. But the 
more cqmprehensive the protection and the higher the 
benefits, the less, quite inevitably, is the urge to stay in 
employment or to seek it when it is lost. When full 
employment is added to social security, the sanction 
for slackness almost disappears: the worker knows 
that he is unlikely to lose his job and that his sufferings 
will be limited if he does. Moreover, there are already 
signs that the admirable principle of full employment 
is likely to be translated in practice into fixed em- 
ployment, the doctrine that nobody must ever be 
thrown out of work. 

The British business man has also, in the last quar- 
ter-century, found ways and means of removing the 
stick from his back. The growth of trade associations, 
of price-fixing and market-sharing devices—the whole 
apparatus of protection, in fact—is inspired by nothing 
so much as by the desire to prevent the bankruptcy of 
the inefficient—even if, thereby, the progress of the 
efficient is also impeded. How effective this has been 
can be seen from the briefest glance at the technical 
state of British industry. The typical British indus- 
trialist does not buy a new piece of machinery until he 
is assured by his accountants that the reduction in 
costs it will make possible will be enough to pay not 
merely its own capital cost but also the undepreciated 
portion of the original cost of the old machine it is 
replacing. And as that desirable state of affairs can 
rarely be attained, the business man rarely keeps,his 
equipment up to date, finding it easier to look to his 
trade association to ensure him a fair share of the 
market at prices sufficient to cover his unrationalised 
costs. But in a competitive economy, such as the 
American, when one firm acquires a more efficient 
machine and cuts prices, all others are compelled 
to follow suit, whether they can “afford” to or 
(Continued on next page) 
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not. It may be financially unsound, but it is tech- 
nically progressive, and it is certainly not a coinci- 
dence that the years in which British industry has 
fallen behind in its technical methods were the years 
in which industry and the state conspired to sup- 
press competition. 

The whole process of removing both the carrot and 
the stick has culminated in the extraordinary circum- 
stances of to-day. Shrunken as were the incentives 
and the sanctions of pre-war days, they have now, for 
the time being, vanished completely. Nobody gains 
anything from activity or suffers anything from in- 
activity. There is hardly a flavour of carrot or a shad- 
ow of the stick. And yet we wonder why the donkey 
does not break into a trot. 

It is less easy to bring the argument down to brass 
tacks than to discuss it in abstract and general terms. 
But it is basic. The causes that lead to the decay of the 
enterprising spirit in nations are obscure and often 
intangible; but they are quite decisive none the less, as 
has been shown a hundred times in past history. Brit- 
ain finds herself to-day between two great competitors, 
both of whom, in their different ways, keep a sharp 
edge on the motives that lead to action. In the United 
States, glittering prizes have always been offered to 
the ambitious, and they glitter no less to-day. Some 
attempts have been made in America to encase the 
stick in velvet, but they have not gone very far. The 
difference in welfare between employment and unem- 
ployment, between success and failure, is still unmis- 
takably sharp, and to offer to the incompetent the 
protection of restrictive practices is (with the time- 
hallowed exception of the tariff) contrary both to 
the law of the land and to the prevailing morality. 
The Soviet economy made an original attempt to 
do without incentives or sanctions, but it has long 
ago reintroduced them. Nowhere in the world to- 
day is a bigger premium paid for skill or intelli- 
gence or effort or (within the limits of a planned 
economy) enterprise. And nowhere, certainly, are 
the penalties of incompetence or laziness more sharp. 
Both the Russian and the American economies are, 
avowedly and deliberately, carrot-and-stick econ- 
omies; the British is rapidly becoming a_ sugar- 
candy economy. 

Before we go very much further with the planned 
welfare state, some very hard thought needs to be 
given to these fundamental issues. How can incen- 
tives to effort and enterprise be restored without 
abandoning the aim of economic equality? How 
can sanctions for failure or slackness be reconciled 
with the principle of social security? How can the 
carrot and the stick be combined with a pleasant 
life for the donkey? This is not the place to embark 
on a discussion of the remedies—indeed, it would 


be presumptuous to pretend that the answers are 
at all clear. But a few preliminary remarks may not 
be out of place. 

Several ways to restore the carrot suggest them- 
selves. Any form of payment by results works in the 
right direction. So does any attempt to preserve the 
margins of income that can be secured by greater skill 
or experience—and it is the real margin, after taxation, 
that counts. The more equal educational opportunities 
become, the safer it will be to pay a good premium 
for skill or intelligence. It should be recognised that 
there is a limit beyond which the taxation of earned 
incomes should not be carried—a limit that is greatly 
exceeded at the moment. And even if the ban be main- 
tained on large accumulations of individual property, 
it is unwise on that account to place such enormous 
obstacles in the way of the development of business 
enterprises. Corporate property or income needs to be 
distinguished from individual property or income and 
much more leniently treated. 

For the restoration of the stick, the chief prescrip- 
tion must be a resurrection of the competitive spirit— 
which can certainly (though perhaps with some diffi- 
culty) be combined with public ownership. In the last 
twenty years, Britain has made a mistake the Ameri- 
cans never made of combining protection against the 
foreigner with restrictive protection at home. Anti- 
trust and anti-restriction legislation is long overdue in 
this country and when it comes it should be turned 
as much against public monopolies as against private. 
Another need is to see clearly, and provide against, 
some of the dangers that are inherent in full employ- 
ment. Present conditions ought to be enough to demon- 
strate the horrors of over-full employment and it is a 
false and unattainable ideal to employ every man 
every day. Provided that no one is unemployed for 
more than a short time, an unemployment ratio of 5 
per cent is not only supportable but absolutely neces- 
sary to provide mobility and elasticity in the economy. 
Full employment, in fact, will not work without a mil- 
lion unemployed. 

Perhaps most necessary of all is a strong dose of 
realism in the approach to the human problems 
of industry. It will only lead to disaster to pretend 
that ordinary human beings are angels or philoso- 
phers (of either the Marxist or the Spencerian pro- 
fessions) or that, in the mass, they respond satis- 
factorily to the challenge of moral idealism when, 
in fact, even in the twentieth century, most of them 
are more like donkeys driven by desire for gain or 
fear of hunger. It may be true that mankind has 
an opportunity, within a generation or two, of lift- 
ing at least the material part of the curse put upon 
it at the time of the Fall. But having been expelled 
from the Garden for too much enterprise, mankind 
must not now fail of re-entry, when within sight of the 
gates, for too little. 
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Illustration prepared in collaboration with Babcock & Wilcox Co. 


OLLOw those hefty steel balls shown 
grinding coal lumps to fine dust in- 
side this big pulverizer. Imagine the 
loads that lubricating oil has to carry on 
the bearings and gears. 

This is a typical example of how Cor- 
rect Lubrication by Socony-Vacuum 
helps maintain efficient, low-cost opera- 
tion. There are others in almost every 
machine in every industry. 

Here, for example, the weight of the 
entire operating mechanism rests on thin 
films of oil under the thrust bearing at 


SOCONY-V. 


the base. Those precision-cut gears and 
roller bearings operate under continuous 
high pressures. Yet a special Gargoyle 
circulating oil cushions the shocks, pro- 
tects against wear, stands up for long 
periods of service even though operat- 
ing temperatures may be high due to 
induced heat. 

The result — more continuous produc- 
tion, reduced maintenance and lower oil 
costs — the same factors that you get for 
all your machines with Socony-Vacuum’s 
correct oils and greases. 


and Affiliates: Magnolia Petroleum Co., General Petroleum Corporation 











Call in 
SOCONY-VACUUM 
for this Correct 
Lubrication Program 


®@ Lubrication Study of Your 
Entire Plant 

@ Recommendations to 
Improve Lubrication 

® Lubrication Schedules and 
Controls 

@ Skilled Engineering Counsel 

@ Progress Reports of Benefits 
Obtained 


GARCCH/ 


Lubricants 
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raph ot New 1947 Studebak 








nh Kegal De Luxe 4 


...the completely new 1947 Studebaker 


Biase Sos Ses a Se 7 


Here’s the 1947 Studebaker Commander Regal 
De Luxe Coupe for five—Like all Studebakers, it’s a 
standout in operating economy. Both Champion and 
Commander models are available in 4+-door and 2-door 
sedans, 3-passenger and 5-passenger coupes. Alluring 
gew 1947 Studebaker convertibles are coming shortly. 





ioe is it—the new 1947 car that 
you've been hoping someone 
would build—a car even finer than 
you dreamed of. 

That picture of it you see above is 
a color photograph of the real thing 

the new 1947 Studebaker “in per- 
son.” 

Here’s more than a car out ahead 
in point of time—it’s unmistakably 
distinctive 


far ahead in postwar 


styling—completely new trom every 


view— brand new bodies—advanced 
new chassis—a low, long, luxurious 


motor car that’s a melody in metu. 

Featured here is the big, roomy, 
new Studebaker Champion 6-pas 
senger, 4-door sedan—and there's a 
tull range of other thrilling body 


stvles in Commander as well as 
Champion models. 

These cars are ready months in 
advance, because Studebaker had 
the earnest co-operation of the finest 
group of employees in the motor car 
industry in producing them. 

Go to the nearest Studebaker 
dealer’s showroom and see these 
beauties right away. And remember, 
these 1947 Studebakers excel by far 
in riding comtort and handling ease 


as well as in exclusive smartness. 


‘ 
STUDEBAKER 
First by far with a 
postwar Car 


The Studebaker Corp'n, South Bend 


27, Indiana, U.S.A. 
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WHAT REALLY CRUSHED JAPAN 


Official Conclusion That Sea Blockade and Air Power Did the Job 


Evidence of decision to 
surrender before final 
blows of the atomic bomb 


The story of what really defeated Japan 
now is disclosed by an official study. That 
study comes up with these basic keys to 
victory: 

Sea blockade of the home. islands 
practically ended Japan’s ability to fight. 

Air raids promised to pummel a vir- 
tually helpless country into rubble. 

Those are the twin strategies that com- 
pelled Japan to accept Allied terms of 
unconditional surrender. And officials who 
conducted this Government’s strategic- 
bombing survey of Japan concluded that 
they alone would have resulted in sur- 
render—certainly before Dec. 31, 1945, 
and probably before Nov. 1, 1945. 

Further conclusion from the study 
were these: 

The atomic bomb played no part in 
Japan’s decision to surrender, although it 
may have hastened the date. 

Russia’s declaration of war likewise 
had no effect. Peace feelers had been sent 
to Moscow as early as May, 1945. 

Invasion of Japan never would have 
been necessary. The surrender would have 
come just as certainly if an invasion never 
had been planned. 

The steps that brought Japan to her 
knees were taken by a combination of air 
and sea power, with land forces acting 
mainly to hold bases for air attacks. The 
survey indicates that an island enemy, 
at least, can be subdued with ground forces 
playing primarily a supporting role. 

Major factors in U.S. victory were: 

Supplies were prevented from reaching 
Japan by the sea blockade and the attack 
on merchant shipping. Japan’s merchant 
fleet was reduced from 5,500,000 tons in 
December, 1941, when war began, to 
1,250,000 tons by April, 1945. Submarines 
accounted for 55 per cent of the loss and 
aircraft for 40 per cent. 

This loss prevented Japan from bringing 
oil, iron ore, coal, bauxite and food from 
conquered territories. 

Production, as a result, dropped dras- 
tically. Steel output fell from 4,200,000 
tons in 1941, to 270,000 tons by 1945. 
Aluminum fell from a peak of 140,000 tons 
in 1943, to 9,000 tons. Because ships no 
longer could bring in soda and basic salts, 
the chemical industry was close to paraly- 
sis, threatening output of light metals, 
synthetic oil and even explosives. The rice 
deficit in April, 1945, was acute, amount- 
ing to 410,000,000 bushels. 

Mounting air raids added to the dis- 
tress. Aircraft production fell from 2,230 
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planes a month to 1,600 planes. Oil and 
gasoline shortages almost grounded that 
aircraft on hand. Rail transport capacity 
declined from 190,000,000 tons in 1944, 
to 90,000,000 tons in 1945, and was drop- 
ping fast as a result of raids. Disruption 
of communications made it almost impos- 
sible to use the 3,000,000 surplus Japanese 
workers estimated to be available for war 
industries and farming. 

Island hopping, which brought air and 
sea bases steadily closer to Japan, made 
the. additional contribution of destroying 
Japan’s Navy and most of her Air Force. 
Thus, by the time the home islands were 


openly began to discuss ways and means 
of ending the war. 

Approaches to Russia began shortly 
afterward and increased in urgency until 
July 10. On that date the Emperor asked 
the Foreign Office why a special envoy 
should not be sent to Moscow without 
delay. The request was relayed to the 
Japanese Ambassador in Moscow, who re- 
ported to the Soviet Government that 
Japan wished Russia to intercede with 
the United States to stop the war. 

The Russians replied that no reply could 
be given to the Japanese request until 
after the Potsdam conference. When the 
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Japan's Production Decline: 1941-45 
How Japan was strangled by sea blockade and air attack, forcing surrender 

without invasion, is told in these official figures: 

Steel production Shipping Aluminum production 

(tons) (gross tons) (tons) 

RE scccatiscdasccsecaress 4,200,000 Dee. IGG sccesscceesel 5.500.000 WOR Scene 73.090 
BNO ss .cccccouscetsetetact 4,100,000 Dec., 1942 ............4,600,000 RI an ssccecacssercascuces 110.000 
ER ecciotenceatoseccere’ 4,200,000 Dec., 1948 ............3,700,000 OR cio vca tines lecssutaids 140,000 
I scccccscactceantesers 2,700.000 July, 1944 .........0. 4,100,000 ji. See iy eon 110.000 
NI secscttscxcaiteaosaxte 270,000 Ripe, FGEG ccscssssesee 1,250,000 FO son ssccvesescccecszccens 9,000 

Railway transport capacity (tons) Aircraft production 

1941 . nies 150,000,000 OGG Minti see 2.230 

OMI sacsca toseUisccencissasevacceretie’ 160,000.000 Uc A, |! a ee eee 1,800 

1943 180,000.000 | fo a Eee nee sehr RA 1,600 

MINE caciieccelacustadiviaciuavecdcseleed 190,000,000 

1945 90,000,000 








brought within air range, Japan’s defense 
had been all but destroyed in futile at- 
tempts to keep outlying positions. Proof of 
that condition was brought home to the 
people by November, 1944, when the first 
air raids were launched from the Marianas. 

Direct bombing of Japan clinched the 
victory that Japanese leaders began to 
acknowledge as early as July, 1944. These 
attacks proved beyond doubt that the 
United States had complete control of the 
air above Japan, and was prepared to 
exploit that advantage to the full. That 
proof crumbled all popular faith in Japan 
of the nation’s ability to resist. 

In addition to this physical evidence 
that blockade and air attacks alone 
brought about Japan’s surrender, the sur- 
vey uncovered political evidence pointing 
to the same conclusion. 

The decision to surrender, in fact, 
was made by Japanese leaders in April, 
1945, after the fall of Okinawa. The 
Suzuki Cabinet was formed and the new 
premier was instructed by the Emperor 
to arrange for peace. These plans were 
kept from military leaders, but, after 
Germany surrendered on May 8, 1945, 
the Supreme War Direction Council 


Potsdam declaration, calling for uncondi- 
tional surrender, was issued on July 26, 
the Japanese Cabinet considered it imme- 
diately. Only the military ministers sug- 
gested holding out for any modifications 
in the terms. 

In the midst of these discussions, the 
atomic bomb dropped on Hiroshima on 
Aug. 6, 1945. Then, on August 9, Russia’s 
reply to the peace feeler came in the form 
of a declaration of war, and a second 
atomic bomb fell on Nagasaki. These 
events sen’ the Cabinet into continuous 
sessions, wut of which came the final 
surrender on August 14. 

The conclusion drawn from this evidence 
is that the atomic bomb, and Russia’s 
entry in the Pacific war, may have per- 
suaded Japanese military leaders to accept 
unconditional surrender more readily, but 
eventual acceptance would have come in 
any event. All but three members of the 
Cabinet already decided that the Potsdam 
terms must be accepted, and even the mili- 
tary trio was ready to surrender. 

Members of the official survey thus 
report that what finally determined the 
time of surrender was undisputed U.S. 
air supremacy. 
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ARE YOU TAKING THIS 


POSITION 


Have you been thinking of how 
DDT can work for you ... as the 
basic ingredient in a new product 
...asan “‘extra”’ selling-point on 
something you’re making now? 


The buying public is looking for 
DDT... expecting it to turn up 
in many easy-to-use forms... in 
paints, in polishes, perhaps even in 
soaps. And the man with a good 
DDT product may have a lucrative 
market ahead! 

Du Pont will help the manufac- 
turer with a DDT idea.. He can 
draw upon the wealth of laboratory 
and field experience gained by 


ON DDT? 


Du Pont as a major supplier of 
DDT to the armed forces during 
the war years. 

And Du Pont can supply Tech- 
nical Grade DDT that’s uniformly 
dependable because of the way it 
is manufactured. It works well in 
either dry or liquid formulations 
and dissolves quickly, forming clear 
solutions. 

Ifyou havea DDT idea—whether 
for an insecticide or a new-type 


product—work it out with DuPont. | 


E. I.du Pont de Nemours & Co. 
(Inc.),Grasselli Chemicals Depart- 
ment, Wilmington 98, Delaware. 


If it has todo with DDT, 
work it out with DU PONT 


BETTER THINGS FOR BETTER LIVING...THROUGH CHEMISTRY 


REG. U.S. PAT. OFF 
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Pro ene Cor 
of Nationa! Issues 


Buyers’ Strike 
As Price Lever: 
Views of Press 


Organization of a buyers’ strike to com. 
bat inflation, advocated recently by some 
labor leaders and consumer groups, is op. 
posed by a majority of commenting editor 
and enthusiastically indorsed by a few, 

Editors disapproving such a boycott be. 
lieve that it would create an economic 
crisis as dangerous as inflation, and impos 
undeserved hardships on those merchants 
who were honestly trying to hold prices 
down. 

Those favoring a buyers’ strike argue 
that it is the consumer’s only weapon} 
against an imminent, disastrous inflation, © 
Such a strike, they say, would not operate? 
against merchants offering goods at fair 
prices. J 

Careful buying, rather than refusal tof 
buy, is proposed by many editors as a less 
drastic, but equally effective anti-inflation | 
measure. 

“Buyers” strikes, if carried to extremes, 
could result in serious unemployment and 
lead to a collapse,” according to the Roan. 
oke (Va.) World News (Ind.-Dem), 
which believes that a strike would face 
hard going in any case, because of the 
great pent-up demand for goods. 

“The possibility that the hoarded goods 
will have to be thrown on a sales-resistant 
market at prices lower than those that 
normally would prevail,” is why a consum- 
ers’ strike is opposed by the Pontiac 
(Mich.) Daily Press (Ind.) . 

Present talk of organized buyers’ strikes 
“seems premature and unwise,” to the 
Indianapolis News (Ind.), which dubs 
such a strike “‘a two-edged weapon.” “The 
merchants and retailers are the ones who 
would feel the brunt of such a movement,” 
the News says, “and they have made it 
clear that they will do their utmost to hold 
the line.” 

“Buyers unite!” is the cry of the Denver 
Post (Ind.), which calls for singleness of 
purpose among consumers “ in the present 
inflationary crisis.” The Post contends that 
self-restraint on the part of the merchants, 
“buttressed by an equal firmness on the 
part of consumers—backed by a buyers’ 
strike if necessary—can help . . . to keep 
our dollars under control.” 

The Oshkosh (Wis.) Daily Northwest 
ern (Rep.) approves the theory that 
“anybody who can temporarily get -along 
without any scarce goods or services 
should do so in his own and the general 
interest.” 

The Communist organ, The Daily 
Worker, urges a buyers’ strike in the “de 
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fense of America’s most vital interests,” 
and proposes community picket lines to 
enforce it. 

Delay is the strategy indorsed by the 
Beaver Falls (Pa.) News Tribune (Ind.- 
Rep.), which says: “Everyone who puts 
off all purchases as long as possible . . . will 
help to ease the pressure against produc- 
tion limitations, and thus will help to put 
the brakes on rising prices.” 

The boycott idea is attributed by the 
Galveston (Tex.) Daily News (Ind. 
Dem.) to “some of our more hysterical 
left-wing propagandists,” who, it believes, 
“are hurling dire threats of a buyers’ strike 
in an effort to intimidate businessmen.” 
Terming the whole idea “nonsensical,” the 
Daily News points out that a high degree 
of organization is essential in any strike, 
and adds: “If there is anybody more dis- 
organized and unorganizable than the 
American consumer, we do not know who 
they are.” 

Because “there is no law that will con- 
trol human selfishness,” the Yuba City 
(Calif.) Appeal-Democrat (Ind.) also 
thinks a strike unlikely. 

But the Anderson (S.C.) Independent 
(Ind.) declares that “buyers can control 
prices easily enough by rebelling when 
prices get too high.” It adds: “There is 
no law under the sun to force any Ameri- 
can to rush out today to buy a washing 
machine, a new auto, or radio if those 
things cost what he considers a sucker’s 
price.” 

“Good sense must be used by the 
buyer and the seller alike,” observes the 
Pawtucket (R. I.) Times (Ind.-Rep.). “It 
is... up to the customer to say whether 
he will pay inflated prices or not.” 

The best protection for the consumer 
lies in doing business with “responsible 
firms,” and “reputable businessmen,” in 
the opinion of the Minneapolis Daily 
Times (Ind.). “For among _ established 
business firms there is a plainly evident 
determination to protect the buying pub- 
li’s interests in this price emergency, 
against all arbitrary and _ capricious 
changes.” 

Warning that “a lot of people other than 
black marketeers will be hurt” by a buy- 
ers’ strike, the Worcester (Mass.) Eve- 
ning Gazette (Ind.-Rep.) considers the 
only sound cure to be “a return to con- 
servative buying as opposed to’ panic 
buying,” coupled with a_ re-establish- 
ment of competitive production and 
sale among manufacturers, wholesalers and 
retailers. 

Recalling that “under like conditions in 
the past, the consuming public eventually 
has exerted its own right to strike,” the 
Jackson (Tenn.) Sun (Ind.) believes that 
a buyers’ strike “may be nearer than we 
think.” 

The San Diego Journal (Ind.-Dem.), 
mn the other hand, discounts reports of 
buyers’ resistance which, it contends, “do 
not square with statistics from the market 
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ALL TYPES OF BUSINESS PHOTOGRAPHY 





FOR ALL TYPES OF BUSINESS 





| tie manufacturer, engineer, 
merchant — yes; and educator, 
lawyer and accountant as well— 
find new uses for PORTAGRAPH daily. 
Why? Because PORTAGRAPH solves 
the copying problems of any busi- 
ness. Designed by photographic ex- 
perts, this compact, versatile con- 
tact printer is backed by Reming- 
ton Rand’s 70 years’ experience in 
improving office efficiency. Photo- 
copies made with PORTAGRAPH are 
permanent and accurate—can be 
produced quickly and easily. 


Let PoRTAGRAPH provide this 
kind of copying service for you. Get 
the whole story—from your nearby 
Remington Rand office, or direct 
from the PHOTOGRAPHIC RECORDS 
DIVISION, Remington Rand, Inc., 
Room 1639, 315 Fourth Avenue, 
New York 10. Call on us today. 


: aylon Road 
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LIVING COST AS KEY TO STRIKES 


Prospects of New Wage Demands by Packing-House and Auto Workers 


Requests for yearly pay 
with automatic raises 
by processors of meat 


Signs are appearing that the present lull 
in labor strife in this country may be of 
short duration. Strikes in at least two 
major industries—meat packing and auto- 
mobiles—are a possibility within 60 to 90 
days. New strikes in the troubled farm- 
equipment industry also are threatened. 

The course that prices take in the next 
two or three months, after Congress charts 
future policy on price control, will largely 
determine whether autumn and winter will 
bring a renewal of strike activity at a 
time when industry is well on the road to 
full production of peacetime goods. 

Recently signed labor contracts provide 
safeguards against a new series of strikes 
in the steel industry before next Febru- 
ary. Likewise, General Motors employes 
are under contract at present wage scales 
until next March. But contracts in some 
other industries that were beset by strikes 
in 1945 and early 1946 carry provisions 
for reopening. It is logical to expect that 
unions will exercise these reopening rights 
if prices are permitted to go much higher 
than they now are. 

Three tests. Meat packing, automo- 
biles and farm machinery—all tightly or- 
ganized by CIO unions—are likely to pro- 
vide tests of how far unions will be willing 
to go in the next few months to enforce 
wage demands that are almost sure to 
come. Each of these three industries will 
offer a separate kind of test. 

In meat packing, present contracts with 
the big packers expire on August 11. De- 
mands made here may set a pattern for 
other unions to follow when their con- 
tracts expire. Demands of the packing- 
house workers’ union are listed below. 

In automobiles, the Chrysler Corp. has 
a union contract that may be reopened on 
60 days’ notice. The United Auto Work- 
ers’ local at Chrysler already is threaten- 
ing to reopen this contract and make new 
wage demands if prices are not rolled back 
to the June 30 level. Chrysler, then, is 
almost sure to be presented with new wage 
demands by late summer or early autumn. 
This could set the pace for other unions 
with reopening clauses in their contracts. 

The Chrysler union contends that wage 
increases of 181% cents an hour, granted 
earlier this year, have been wiped out by 
increases in living costs since OPA p*.ce 
ceilings were permitted to lapse. Demands 
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on ‘Chrysler almost surely would be ex- 
tended to other automobile manufactur- 
ers whose labor contracts have reopening 
provisions, thus setting off a new round of 
wage troubles. 

In farm machinery, a still different sit- 
uation exists. Seven plants of the Allis- 
Chalmers Co. and two plants of the J. I. 
Case Co. have been strike-bound for some 
time. Seizure of these plants to end the 
strikes has been favored by Secretary of 
Labor Lewis B. Schwellenbach, but Presi- 
dent Truman has hesitated to take this 
step. Now, Walter Reuther, president of the 





—Chrysler 


Annual wage. The union is asking a 
guaranteed annual wage, based on 2,080 
hours of work at a basic rate of $1 an 
hour. This issue alone could deadlock the 
negotiations. 

Cost-of-living bonus. The idea here is 
to provide automatic wage increases in the 
form of bonuses to compensate for rising 
prices. This is not a customary provision 
of labor contracts and will bring much 
employer resistance. 

Wage increases. The union also wants 
an hourly minimum wage of $1, and a gen- 
eral increase of 12 cents an hour for em- 





AUTOMOBILE & MEAT-PACKING WORKERS 
- «. will a new round of-wage troubles be set off soon? 


UAV, is threatening to close all manufac- 
turing plants in the country that are or- 
ganized by the UAW in an attempt to force 
settlement of the Allis-Chalmers and Case 
disputes. This would close not only other 
farm-machinery factories, but also would 
shut down the automobile industry. 

Demands to be made upon the meat- 
packing industry provide the basis for a 
deadlock between the CIO United Pack- 
inghouse Workers and the five big pack- 
ers involved. These companies—Swift, Ar- 
mour, Cudahy, Wilson and Morrell—can 
be expected to resist strongly some of these 
demands. These demands include the fol- 
lowing: 





ployes receiving more than the minimum. 
The present rate is 96 cents an_ hour. 
Early this year, the workers won wage 
increases of 16 cents an hour. Another 
current union demand calls for elimination 
of geographical wage differentials, and es- 
tablishment of standardized rates. 

Taken together, these demands would 
mean a large increase in costs for the 
packers that would have to be passed on 
to consumers in the form of higher prices 
for meat. Such increases, added to recent 
increases, would be unpopular with con- 
sumers, and would not be likely to win 
much public support for the union’s de- 
mands. 
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The Jeep’ will get you through..reqardless ! 


Depend on the “Jeep” to get you through! The versatile 
“Jeep” does many another job for industry: It serves as 
a light tractor and a mobile power unit. Extra seats 
make the Universal “Jeep” a personnel carrier. 


POWERED BY 
THE WORLD-FAMOUS 
WILLYS-OVERLAND 
“JEEP’ ENGINE 


“Jeep” uses 2-wheel-drive for speed and 
economy on the highway ... instantly shifts 
to 4-wheel-drive when the going is tough. 


OU know that nothing on wheels can beat the 

“Jeep” combination of power, traction and 
stamina for travel on or off the road ... for wading 
through mud, sand or snow...for taking steep 
grades in its stride! You know, too, that despite ter- 
rain and weather, the “Jeep” will get you through 
to your hard-to-reach jobs when nothing else will! 


Here is a vehicle precisely tailored to the needs 
of the lumberman, the oil field worker, the miner 
...a vehicle made to order for the linesman, the 
utilities repairman, the highway trouble shooter! 
Here is an indispensable carrier of men, tools, sup- 
plies and power for all essential outdoor work! 


The world-famous Willys-Overland “Jeep” En- 
gine furnishes the powerful drive behind the live, 
surging push and pull of “Jeep” sure-footed 4- 
wheel-traction. The “Jeep” is built so sturdily, so 
compactly, it can take it and take it and take it! 


Come in and see the dependable, economical 
“Jeep.” Drive it yourself. The “Jeep” may be 
your answer! 

Willys-Overland Motors, Inc., Toledo 1, Ohio 


GET A jeep 








To sell anything MEN buy... 


MIND 





* * 


Headline jumpers... men who skim 
the ads too fast to get the point . . . are 
scarce as hail in Haiti among Popular 





Mechanics readers. 


The man who buys Popular Mechan- 
ics reads it to learn .. . thumbs it dog- 
eared searching for useful new facts 
and ideas. Skimming the ads would be 
to him like eating the eggs and only 
smelling the ham. 

Latest readership surveys based on 


current circulation show 3% MILLION 
of these alert, inquisitive men... 
one habitually a deliberate ad reader . .. 


a big, lively, more responsive market 


each 


for any man-bought product from shave 
cream to life insurance. 

It pays to put Popular Mechanics on 
your schedule and Reacw THE P.M. 


MIND. 


No. these underwear manufacturers don’t 
all advertise in Popular Mechanics. We 
think they might do so profitably. 3% 
MILLION men buy a lot of underwear. 























Later Week 





Sharp Decline in Small Strikes: 
Settlements in Auto-Parts Plants 


A marked decline in small strikes in this 
country in recent weeks is indicated by 
dispute settlements that have occurred in 
plants supplying General Motors Corp. 
with parts and materials. What is happen- 
ing to strikes against these suppliers is 
typical of what is happening elsewhere in 
industry. 

The chart on this page tells the story. It 
shows a sharp drop in the number of 
strikes against parts makers supplying 
General Motors. This drop started gradu- 
ally, but picked up momentum in the last 
two weeks reported. During the week of 
June 1, parts suppliers were hampered by 
116 strikes. A slight drop to 104 took place 
in the week of June 8, and another drop 
to 100 followed two weeks later, in the 
week ended June 22. After that, the de- 
cline became more rapid, with the number 
of strikes falling to 83 in the week of 
June 29 and to 58 in the short work week 
ended July 6. Indications are that most of 
the remaining strikes will be settled soon, 
and that few new ones can be expected un- 
til the next round of wage demands comes. 
That can occur late this year or early in 
1947. 

Most of these strikes that have kept 
General Motors from producing cars at a 
prewar rate are hangovers from the recent 
series of factory wage adjustments. The 
CIO United Auto Workers, the union in- 
volved in most of the disputes, is holding 
out in most of the suppliers’ strikes for 
the 1814-cent hourly wage increase that 
was fixed as a pattern for the auto indus- 
try earlier in the year. 


Union Leaders’ Plea 
For Higher Output 


Unions now are hearing from some of 
their leaders that the only way they can 
justify new wage increases to offset un- 
controlled price rises is through turning 
out more work in the same number of 
hours. This is essentially the same theory 
long preached by employers; namely, that 
higher wages traditionally have been paid 
for by greater efficiency of workers, rather 
than through passing on these wage in- 
creases to consumers in the form of higher 
prices. (See page 54.) 

What prompts union officials to take 
this line is the fear that, as long as short- 
ages exist, price rises will quickly wipe out 
any new wage gains unless these wage in- 
creases are accompanied by an increased 
output of goods. 

The theme of increased productivity ap- 
peared last week in the utterances of two 





prominent labor officials, one representing 
the AFL and the other the CIO. One was 
AFL President William Green and the 
other was CIO General Counsel Lee Press- 
man. 

Three commandments for labor to 
follow, while supply is catching up with 
demand, were advocated by Mr. Green, 
They were set forth as follows in the AFL’s 
monthly Labor Survey: 

Produce. The AFL president urged 
workers to produce all they can in an 
effort to flood the market and bring prices 
down. 

Improve efficiency. Mr. Green told 
workers that they would want wage in- 
creases later, without striking. To obtain 
them, he advised that unions co-operate 
with management to increase production 
per man-hour and prevent waste. He added 
that increased efficiency was the way to 
higher wages and lower prices, but that 
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this did not mean use of any speed-up 
system. 

“Buy only needed items. Workers were 
told to refuse to buy where prices were too 
high, and to put off buying things not 
urgently needed until prices come down. 

Mr. Pressman’‘s views on productivity 
were included in a speech in which he 
sought to disprove the idea that every 
wage increase must be accompanied by a 
price increase. He cited these figures in 
support of his contention: 

From 1923 to 1944, average hourly 
earnings of factory workers increased 
from 52 cents to 87 cents an hour, 
while the level of wholesale prices 
changed only slightly. 

Between 1923 and 1939, wholesale 
prices in manufacturing industries 
dropped 19 per cent while average 
hourly earnings climbed 17 per cent. 

Between 1937 and 1939, wholesale 
prices of manufactured goods dropped 
about 8 per cent while average hourly 
earnings remained about constant. 

It was increased productivity, he said, 
that made these wage increases possible. 
Then he called attention to these figures: 
Between 1921 and 1929, the average out- 
put per man rose about 43 per cent while 
average earnings were increasing only 12 
per cent. Between 1937 and 1939, output 
per man-hour increased 11 per cent, while 
average hourly earnings remained sub- 
stantially constant and prices dropped. 

The first four years after World War I, 
Mr. Pressman said, brought an increase in 
output per man of about 10 per cent a year 
for the first four years, and, he added, there 
was every reason to believe that a similar 
increase would take place now. 


Unionists’ Criticisms 
Of Democratic Party 


Labor support for the Democratic Party, 
as.of now, is slipping away. There is ample 
evidence that union policy makers will wel- 
come a chance to support someone other 
than President Truman in 1948. But 
whether they do throw their support else- 
where depends entirely upon the Repub- 
licans’ choice of a nominee. There is little 
sentiment for entering a third ticket in 
the field. 

The latest labor leader to show a lack of 


‘enthusiasm for Mr. Truman and his Demo- 


cratic colleagues in Congress is Daniel J. 
Tobin, president of the International 
Brotherhood of Teamsters (AFL). Mr. 
Tobin served as chairman of the labor 
division of the Democratic National Com- 
mittee in all four Roosevelt campaigns. 
He also heads the largest AFL union and is 
pethaps the leading Democrat among 
union officials. His defection from the 
party could be a serious blow. 

Mr. Tobin now feels that the Demo- 
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Every Manufacturer and 
Wholesaler should send 
for this new book NOW 


Here is a new book that will open 
your eyes to new opportunities for 
progress and profit. . . through a 
method of financing that gives you 
a more liberal, more flexible and 
more dependable supply of cash at 
low cost... for working capital or 
any other sound business use. 


This new book shows you: 


1. Actual case studies of the low cost of 
money under our Commercial Financing 
Plan vs. Time Loans. 


2. Case histories of the growth and profits 
which manufacturers and wholesalers 
have realized through our plan. 


3. What customers say about why they 
found it good business to change over from 
old-line financing methods to our plan. 


COMMERCIAL FINANCING DIVISIONS: 


























4. How our plan frees you from inter- 
ference with your management and from 
worries about renewals, calls and periodic 
clean-ups of your loans. 

5. Why executives with problems similar to 
yours have used over’ One Billion Dollars 


under our plan in the past five years. 


6. Why the number of new users of our 
plan thus far in 1946 is more than double 
the number for the like period of 1945. 


You have much to gain... nothing 
to lose... by reading “A Better Way 
to Finance Your Business.”’ No cost 
...no obligation. Just write today 
to the nearest Commercial Credit 
Company office listed below... 
and ask for a copy of booklet ‘‘C:’ 


Baltimore, New York, Chicago, Los Angeles, San Francisco, Portland, Ore. 


COMMERCIAL CREDIT 
ee) Nz 


Capital and Surplus 
BALT i\wWO RE 





; $80,000.000 
2, WDd- 


FINANCING OFFICES IN PRINCIPAL CITIES OF THE UNITED STATES AND CANADA 


Al 








"LOOKING OVER 105 
YEARS OF SERVICE" 


A short time ago I spent a 
day looking through our files, 
back over 105 years. And the 
data covering services ren— 
dered Prairie Farmer readers 
and WLS listeners astonished 
even me. From thousands of 
cases, here are just a few: 
Secured a raise in the price 
of mint oil, benefiting a 
whole rural industry-- 

helped a whole community down 
in Indiana settle a $20,000 

account-—-saxophone delivered-— SY a 
railroad repaired fence along 
right of way--righted in- 
equality between churches and 
taverns in the wartime use of 
rationed sugar--effective cam— 
paign to bolster egg prices-— 
live stock claim paid--lost 
crate recovered. What a record 
of service to the people of 
“Lincoln Land"!--B.D.B 


“The histeey of a business is revealed 
in its files.” 


President, Prairie Farmer and WLS 





Who Vouches For You? 


These few examples of service to readers and listeners—and 
there are thousands like them in our day-in-and-day-out activ- 
ities—are significant to every advertiser. They show how Prairie 
Farmer-WLS is the spokesman, the champion, and the servant of 
the people of ‘Lincoln Land.’”’ They demonstrate clearly the 
time-seasoned confidence of these people in us, which in turn 
definitely leads to confidence in advertisers vouched for by us. 
Your sales messages in Prairie Farmer 
and on WLS will be accepted because 
these prosperous rural and urban people 
believe in us. Using these mediums to- 
gether means multiplied selling power 
**plus”’ results with economy. 


Where Prairie Farmer-WLS 
Influence is Concentrated 
Among 14,000,000 People 
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BORRIDGE D BUTLER, President 
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cratic Party has lost the confidence of labg © 
and will be swamped in the elections gf © 
1946 and 1948 unless it changes its ways, § 
He has this to say on the subject in his 
union’s_ publication, the Internationg) 
Teamster: 

“Democrats have a substantial majority 
in the Congress of the United States, but 
there are only about 100 Congressmen oyt 
of 435 who stand up and vote for the work. 
ers when adverse legislation is aimed at 
them. 

“The average worker then measures the : 





——— 


fact, weighs the results and he simply de. 
cides one party is no better than the other, 
and while he won’t vote for a reactionary 


i 
# 
3 
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MR. WHITNEY 
e.. the break seemed complete 





Republican or for a reactionary Democrat, 
he will simply stay away from the polls.” 

Mr. Tobin may feel differently toward 
the Democrats by 1948, if the Republicans 
nominate a man he considers less desirable 
than Mr. Truman, but the break between 
Mr. Truman and another prominent labor: 
leader appears to be complete. That leader © 
is A. F. Whitney, president of the Brother 3 
hood of Railway Trainmen. Mr. Whitney” 
turned against the President because of the 7 
latter’s handling of the recent railroad” 
strike, and a reconciliation now seems im- 
probable. 4 

Mr. Whitney told Congress last week } 
that no money would be needed to defeat = 
Mr. Truman in 1948, if he is a candidate, * 
although his union has $2,500,000 to be 
used to that end, if necessary. His principal 
criticism of the Administration is that it 
fails to legislate to eliminate the causes of 
strikes before they reach the point of af- 
fecting the public welfare. 
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bey. // THESE 2 FLAGS MEAN: 
Ways, : VV a { ese j 7 “What is the weather forecast for today?” 
in his / (Cool and delightful—if you serve your friends 
tional mild and mellow Kinsey Whiskey.) 
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other, (Good! Now just add Kinsey and soda .. . and 
lonary you'll enjoy the most delicious, most cooling 


highbail you ever tasted!) 


“You should proceed at your utmost speed.” 


(... to your favorite liquor dealer or tavern and 





order Kinsey. This superb blend is not ‘‘just an- 


other whiskey.’’ People who know say it offers 





something special in smooth- 


ness and flavor. We think you'll 





agree, so try Kinsey... tonight!) 
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86.8 Proof. 65% Grain Neutral Spirits. 
Kinsey Distilling Corp., Linfield, Pa. 
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Play Fairy Godmother 
To Travel Budgets 


| tel like Ginderella when 1 found I had to 


plan my trip on a shoestring! 






Burl tele hike a Princess the moment I 


stepped into my gleaming new air-conditioned 






coach, with its huge windows and smart in- 






terior done by a famous designer, 
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eS es - eee “ NEW YORK $20.02 $30.00 
Reserved tor her Highness isthe way The Lounge was Palatial ©. with BOSTON = 448. 32 $25.70 
felc abouc the wonderful sott reclining deep-cushioned divan for smoking and DETROIT 
seat reserved tor we at no extra charge on chatting ...a real dressing table with nl $11.83 $17.60 
this luxurtous coach streamliner. lighted mirror and all the latest fixings! ones hin 
CINCINNATI $16.45 $24.60 


Coming! - 
CARS ENOUGH FOR , 


52 NEW STREAMLINERS 
TO UNDERLINE THE NEW IN... 





NEW YORK® 
YORK CENTRAL G2: 
4 ‘SYSTEM “7 


The Scenic Water Level Route 








ae acetate 


neta: 


TURRET ORS 


aa? 





XUM 


pric 
con 


ans' 

As 
OPA 
fusic 
to t 
blac! 
aver 
it; ¢ 
intel 
need 
decre 
tion 
need 
alive 
many 
tical] 
been 
in re 

Fo 
that 
shoul 
indus 


Wil 


ansv 
Th 
last 
price 
excep 
tinue 
Teiter: 
at ou 
was { 
time 
take 
for 
in th 
ties w 
Octob 
A § 
inevit 
tions ; 
wheth 
or in | 
contro 


JULY 






oe 


oe MPT eseasi cL. 











RRS Kei Re 


MS Bo ke 


PRES 


LR? 


TRIN VRE RS: Cre Fn eH 












__- QOuesiion —— 
ef the Week 


Reg. U.S. Pat. Off. 


In your opinion, is it better to let 
price controls die or to maintain 
controls? 


Whether price controls should or 
should not be restored is a question of 
immediate importance. Because of the 
widespread interest in this subject, 
The United States News asked manu- 
jacturers, distributors, economists and 
others the preceding question. 

Answers appeared last week. Others 
are printed herewith, 


‘Wesley Hardenbergh 


Chicago, IIl.; President, American Meat In- 
stitute, 


answers: 

As far as meat is concerned, we feel 
OPA controls have created chaos and con- 
fusion in industry all the way from farm 
to table. They have diverted meat into 
black-market channels and away from 
average consumer who wants and needs 
it; discouraged production of livestock; 
interfered with production of by-products 
needed by other industries, such ‘as leather; 
decreased to dangerous point the produc- 
tion of medicine, such as insulin, which is 
needed to keep large numbers of people 
alive or to restore health of sick; forced 
many packers out of production or to dras- 
tically curtail their operations, and has 
been responsible for serious dislocations 
in retail distribution. : 

For these reasons, we strongly feel 
that all OPA restrictions of every kind 
should remain off the livestock and meat 
industry. 


William K. Jackson 


Washington, D. C.; President, United States 
Chamber of Commerce, 


answers: 


The U.S. Chamber’s board of directors, 
last March, took the position that all 
price controls should be ended October 31, 
except that rent controls should be con- 
tinued into next year. This declaration was 
reiterated by the Chamber’s membership 
at our annual meeting May 2. Our position 
was that the date proposed would give 
time for production to begin to over- 
take demand and also would give time 
for orderly application of decontrols, 
in the meantime, on many commodi- 
ties which would become plentiful before 
October 31. 

A good many price readjustments are 
inevitable because of war-caused distor- 
tions and recent wholesale wage increases, 
whether price control is abandoned now, 
or in October, or even next year. If price 
control is re-established for whatever pe- 
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LLUSTRAVOX sound slidefilm 

equipment uses dramatic pictures 
and spoken words to focus full 
attention On your training message. 
Trainees learn 40% faster, remem- 
ber 25% longer! In all types of 
sales and production training, 
Illustravox is the one best way — 


least expensive, most effective! 


FACTS YOU SHOULD KNOW 


@ Illustravox pioneered sound slide- 


film equipment in 1932 


@ Illustravox has been field-proven 


by leading industrial concerns. 


@ Illustravox has made 75% of all 


sound slidefilm equipment now in use 
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Compact— 
easy to carry 


ILLUSTRAVOX two-way training is 40% faster 


Now is the time to lay the ground- 
work for the competitive days ahead. 
Plan to capture your share of the mar- 
ket with efficient, Illustravox-trained 
salesmen and dealers. Illustravox 
gets results—results that mean bet- 
ter business and greater profits. The 
Magnavox Company, Illustravox 
Div., Dept. US-7, Ft. Wayne 4, Ind. 


ILLUSTRAVOX 


THE ILLUSTRATED VOICE 
DIVISION OF THE 


aqnavox 
COMPANY FORT WAYNE 
MAKERS OF FINE RADIO-PHONOGRAPHS 
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VACATION TIME! Sunny days of golf, 

a fighting trout on your line, hours to relax—a 

time for enjoyment and peace.of mind. Will you have 
that peace of mind? 

Suppose, and it does happen, your vacation is in- 
terrupted by a telegram from home—a telegram that 
tells of a burst or leaking water pipe which has done 
thousands of dollars worth of damage; or a burglary; 
or some other equally serious loss of personal prop- 
erty. Your vacation is ruined, and you have taken 
a serious financial blow, unless... 

Unless you realized the scope and necessity of All- 
Risk Protection and wisely had secured its broad 
coverage of your Personal Property wherever it may 
be . . ..then you're protected! Now is the time to be 
foresighted—find out from our agent or your own 
broker how inexpensively you can enjoy peace of mind 
during your vacation and all year ’round by having 
our Personal Property All-Risk Protection. 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 
100 Broadway New York 5, N. Y. 
Dependable as America 








Question of the Week 


riod, the administrative authorities should 
take into account these factors. Production 
is the only cure for inflation and produce. 
tion must be nurtured through the setting 
of prices that will allow a reasonable re. 
turn to business operations. 








John Brandt 


Minneapolis, Minn.; President and Chair. 

man of the Board, Land O’ Lakes Cream. 

eries Corp., 
answers: 

Certainly no American citizen who gives 
serious thought to future liberties and 
prosperity of this country sincerely be. 
lieves we can promote our best interests as 
a democracy and continue with wartime 
emergency controls in peacetime. There- 
fore controls such as exercised by OPA 
must eventually be discontinued. All of 
which brings the question of decontrol into 
the realm of timing. In my estimation, 
the sooner this is done, the sooner we will 
get back to full steam ahead in our peace- 
time production activities. 

There is no better time than now to 
eliminate these controls when there is a 
heavy backlog of ambition to go ahead 
and produce a considerable quantity of 
goods and. materials. Awaiting stability 
of free enterprise for movement into mar- 
ket while removing price controls may 
cause a temporary flash in market quo- 
tation rises, but this situation will not last 
long. The increase in market quotations 
will not result in an increase in average 
cost of living for coming year. Market 
quotations have not been criterion that 
has wholly governed cost of living, 


Philip P. Gott 


Chicago, Ill.; President, National Confec- 
tioners Association, 


answers: 

Apparently the prevailing opinion of 
the confectionery industry would support 
reasonable price controls on sugar, cocoa 
beans, corn products and other basic food 
items still in extreme short supply until 
production more nearly balances demand 
—when all prices, production and market- 
ing controls should be eliminated. 

Any new legislation should require Gov- 
ernment price administrative agency to 
allow price advances to compensate for 
increased production costs. 


(by telegraph) 


(by telegraph) 


Dr. Paul H. Nystrom 


New York, N.Y.; President, Limited Price 
Variety Stores Association, 
answers: 

Retailing generally has favored the con- 
tinuance of the price controls for from 
nine months to one year, but with prac- 
tical modifications lo fit the sharply chang- 
ing conditions since V-J Day. 

In my opinion, it would be better to let 


THE UNITED STATES NEWS 


(by telegraph) 











ar 








Chair. 
‘ream. 


graph) 
gives 

and 
y be- 
sts as 
rtime 
here- 
OPA 
Il of 
I into 


ation, § 


2 will 
eace- 


w to 


isa @ 


head | : 


ty of 


bility § 


mar- 
may 
quo- 
t last 
tions 
erage 
arket 
that 


nfec- 


graph) 


n of 
port 
ocoa 
food 
until 
vand 
‘ket- 


~ 
s0V- 


y to 
for 


Price 


raph) 


rom 
rac: 


> let 
















Ber you thought, last Christmas, 
you'd get away with those cracks. 


Well, what with one thing and 
another, we've been a little busy. 
But now the summer lull has set 


in, so— O’Malley — square off! 


It’s not that we mind what you 
said about our machine. Maybe 
you call an invention that solves 
figure problems of all kinds—that 
adds, subtracts, multiplies and 
divides—“infernal.” 

That's your privilege. 

But Mister O'Malley! What- 
ever you call it, please call the 
Comptometer with a CAPITAL 
C! Mind you, we’re not merely 


being uppity. It’s registered that 





































way in the U. S. Patent Office. 
It’s our trade-mark, sir, and never 
a common noun. 


Beg our pardon, huh? Okay, 
then, O’Malley. 


C you in the funny papers. 


The Comptometer, made only 
by Felt & Tarrant Manufacturing 
Co., Chicago, is sold exclusively 
by the Comptometer Company, 
1726 North Paulina Street, 
Chicago 22, Illinois. 


omptometer 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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Pisgah Forest, North Carolina 


Question of the Week 


price controls die than to re-establish 
them without these necessary and realistic 
readjustments. I would hope that Con. 
gress might make another effort to pass a 
bill with such readjustments, but, if it 
does not so, the production and distribu. 
tion of most consumer goods will prob- 
ably soon reach satisfactory levels, and 
the economic need for price controls will 
evaporate. Retailing is now holding to its 
previous prices splendidly. It will, I be. 
lieve, continue to do so unless forced to 
raise prices by increases in the costs of 
goods or in expenses of operation. 


Arthur Besse 


New York, N.Y.; President, National As. 
sociation of Wool Manufacturers, 


answers: 

It is much better to let price controls 
die. The present disposition of industry is 
to sit tight and not attempt to get unrea- 
sonable profits. The sooner we get back 
to a free economy, where the public meas- 
ure of values is the primary factor in de. 
termination of prices, the better off we will 
be. Less upsetting to eliminate OPA now 
than it will be a year hence if it is con- 
tinued for that length of time. 


Howard White 


Oxford, Ohio; Head of the Department of 
Government, Miami University, 


answers: (by telegraph) 

Unreasonable to expect individuals gen- 
erally to forego temporary advantage ae- 
cruing from charging what the market 
will bear. Price controls still needed with 
out disaster not far away, if Bureau of 
Agricultural Economics report in June 
Federal Reserve Bulletin is correct that 
top fifth have three quarters of save 
ings and liquid assets and bottom 40 
per cent have saved only one _ billion 
during war. 


Quentin Reynolds 
Springfield, Mass.; General Manager, East- 
ern States Farmers Exchange, Inc., i 
answers: (by telegraph) 
Having given up rationing and wage 
controls, price controls should be discon-° 
tinued. Whether we have prosperity or 
inflation will depend on how we control} 
prices as producers, distributors and con-! 
sumers. y 
By going without the things we cannot 
afford while buying the things we need and 
husbanding our savings, we improve our 
purchasing power. It is how we spend and 
not cost-of-living indexes which determine 
our several living costs. It is producing 
efficiently and exchanging services and 
products with others who do likewise that 
produces prosperity. These things we must 
resume doing for ourselves. OPA can do 
none of them for us. 
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“It couldn't be done!” 


Amazing Multiplex Microwave Centers 
May Obsolete One-Track Service In Radio, 


Television And Communications 


MAGINE a single station that can transmit dozens of 
| programs—FM, both color and black-and-white 
television—multi-channel program broadcasting by 
pulse time modulation—all at the same time! Yes, 
and you can add police, truck and train transmis- 
sions, as well as relays for long-distance telephony 
and television. ¥ Fantastic? Not at all. Grand Central 
microwave towers, able to transmit simultaneously as 
many programs and services as a score of today’s 


67 Broad Street, New York 4, N. Y. 


GRAND CENTRAL STATIONS OF THE AIRWAVES 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 





one-track stations may one day dot America. w Offer- 
ing a bigger menu of radio and television programs, 
microwave centers would also give communications 
broader scope at lower cost. Located for optimum 
performance, the centers would assure all services 
of the finest transmission — impossible now with 
scattered facilities. ¥x Signalling this revolutionary 
advance is IT&T’s long research in microwaves cli- 


maxed by the first experimental tower of its kind 
now being built at Nutley, N. J. by Federal Tele- 
communication Laboratories. ¥¥ Thus, IT&T pioneer- 
ing opens a new era in which microwaves may fill 
the sky with stars and unite all people in a closer 
bond of neighborliness. 





America’s World-Wide Leader in Communications, Electronic Research and Precision Manufacture 












HE’S PROUD TO SAY 


a\\\ ANNE, 


Yes, work is Frank Pierce’s stock-in- 
trade... and he takes pride in doing 
his job better because he knows that 
a better job of work means a better 
way of life...a better future. 

Frank is typical of thousands of 
workingmen in the New South... 
Intelligent, sk* led, reliable men who 
will man’ your factory when you 
locate in N. St. L. territory 
... Menwho will take pride in doing 
your job better... insure ‘your suc- 
cess as well as their own. 

For confidential reports on indus- 
trial sites, write J. A. Senter, Gen- 
eral Development Agent, Nashville, 
‘Tennessee. 


THE NASHVILLE, CHATTANOOGA 
& ST. LOUIS RAILWAY 

















Weve Been ZAlskeels 
ABOUT VETERANS’ LEAVE PAY 


Enlisted veterans of World War II now 
are in line to get paid for the leave time 
they earned, but were unable to take, dur- 
ing military service. Those who get more 
than $50, however, are to wait five years 
before receiving most of their money, if 
the pay procedure now being considered 
is carried out. 

This deferred-payment plan is the Ad- 
ministration’s answer to the puzzle of 
how to meet demand from _ veterans’ 
groups for similar treatment of officers and 
enlisted men without making ‘a cash pay- 
ment of about $3,000,000,000 to veterans. 
The new plan, advocated by the White 
House, is considered acceptable to the 
Senate and to the House as a substitute 
for the bill approved several weeks ago 
by the House. 

Estimates indicate that more than 10,- 
000,000 veterans and their families have a 
stake in the way terminal-leave pay even- 
tually works out. The Army and Navy are 
interested because they get a chance to 
rewrite the rules on future leave-payment 
policy. Political observers are interested, 
too, because settlement of this first post- 
war veterans’ issue shows the ability of 
veterans to get favors from Congress. 
The House passed the first leave-pay bill 
by a vote of 379 to 0. 


Here, in question-and-answer form, is - 


how the new pay plan would work: 


What is the most a veteran could get? 
No one is to be paid for more than 120 
days’ leave. A master sergeant with four 
years’ service could get about $927, at the 
most; a private with four years’ service, 
$399. As nearly as can be estimated, the 
average allowance would be about $250. 
The amount each person gets depends on 
length of service, leave taken in service, 
and pay grade at discharge. 


How would the money be paid? 
Where the veteran draws $50 or less he 
would get a check payable in cash at once. 
On payments of more than $50, the veteran 
would get a bond for all or most of the 
money. A veteran drawing $75 would get 
a bond for $75, but, if his payment were 
$187, he would get a bond worth $175, and 
the other $12 in cash. 


When would the payments be made? 
That depends on how soon Congress com- 
pletes action on the bill, and how soon the 
War, Navy and Treasury departments can 
receive the claims, process them, and get 
the checks and bonds in the mail. This 
probably would be a process of several 
months, at least. 


When could the bonds be cashed? 


Five years from their dates of issue. Each 


man’s bond would be dated back to the 
first quarter following his discharge. 4 
man discharged November 2, 1945, 
would get a bond dated January 1, 1946, 
That bond could be cashed on January ], 
1951. 


Would the bonds carry interest? 
Yes, at 24 per cent a year. This interest 
could be collected only when the bond 
was cashed in, however. A bond in the 
amount of $200, issued on January ], 
1946, could be cashed in at $225 on Janu. 
ary 1, 1951. 


So most of the money would be paid | 


out in 1950-51? 


That is right, if the present plan goes | 


through as it is written. Most veterans 
were discharged in 1945 and 1946, and the 
bonds they get would mature, for the most 
part, in the last quarter of 1950 and the 
first half of 1951. 


Would every veteran be eligible for 
some money? 

No. Some men took all the leave time due 
them while in service. No one knows ex- 
actly how many men and women actually 
are eligible to collect for unused leave 
time. The Army and Navy estimate that 
about two out of every three enlisted per- 
sons discharged since September, 1939, 
have some leave due them. 


How about officers? 

Some officers could collect more leave pay 
under this plan. All officers have been get- 
ting paid for unused leave as they go on 
inactive status. But officers commissioned 
from the ranks, who had leave time con- 
ing to them at the date of commissioning, 
could collect for that leave time. 


Who would decide what each man 
gets? 

It has been decided that each veteran may 
submit a sworn statement as to the amount 
of leave he has coming. The War and Navy 
departments then may check these state- 
ments against personnel records, to the ex- 
tent thought practical. 


How about penalties for a false state- 
ment? 

If the Government proved intent to de- 

fraud, a man making a false claim for 

more leave pay than he actually was en- 

titled to could be prosecuted under the 

federal false-claims law. 


What if a veteran received less than 
he expected? 

He would have no means of demanding 

more money under this measure. The bill 

gives the Secretaries of War and Navy 
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authority to make final decision as to the 
amount due any individual. 


How would applications be made for 
this pay? 

Exact procedures would be determined and 

made public by the War and Navy depart- 

ments after the plan becomes law. 


How would a veteran compute pay? 
First he would figure his leave credit, at the 
rate of two and one half days’ leave for 
each month of active service, less the leave 
actually taken while in service. A man who 
served 24 months would have total leave 
time of 60 days. If he had one 30-day fur- 
lough, his leave credit would be 30 days. 
Overnight passes, and liberties of less than 
72 hours’ duration, do not count as leave. 


Then he would multiply his leave credit by 
his base pay, according to the rank held at 
discharge, but at the new and higher pay 
rates in effect Aug. 31, 1946. Added to this 
sum would be a subsistence allowance of 70 
cents a day; longevity pay of 5 per cent of 
base pay for men with more than three 
years’ service; and a quarters allowance 
of $1.25 a day for men with rank of staff 
sergeant or second-class petty officer, and 
higher, who had dependents at time of dis- 
charge. Thus, a private first class, with two 
years’ service, would draw $75 base pay 
and $21 subsistence, or $96 for every 30 
days’ leave he has coming. A married tech- 
nical sergeant of four years’ service would 
get $135 base pay, $21 subsistence allow- 
ance, $6.75 longevity pay and $37.50 allow- 
ance for quarters, or a total of $200.25 for 
every 30 days’ leave he has coming. 


What about those who died in service? 
Their survivors would not be entitled to 
leave payments, because a death benefit 
of six months’ pay and allowances was 
paid at time of death. 


If the veteran died after discharge? 

His wife and children, or parents, if he 
left no family, could apply for his pay and 
get the entire amount in cash. If a veteran 
should die after receiving a bond, his survi- 
vors could cash it or hold it until maturity. 


Could the bond be given away, or 
taken by creditors? 
No. Bonds issued for leave pay would be 
nontransferrable, nonnegotiable. They 
could not be used to secure a loan and 
could not be attached for debt. The bond 
would be tax free also, but the interest 
would count as income for tax purposes. 


Would men in service benefit by this 
leave payment? 
Yes. Those who have leave coming to them 
would be paid just as men already dis- 
charged. But, after Sept. 1, 1946, no officer 
or enlisted man could accumulate more 
than 90 days’ leave. There would be no 
provision for terminal-leave payments to 








dficers or enlisted men after July 1, 1947. 
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many other Dallas industries. 
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Six-foot Harold Burns is 24, tips the scales at 
175. He spent three years in the Navy, landed 
with the first attack wave at Okinawa. Now 
he’s working in the shop of a sheet metal 
manufacturer in Dallas, his native city. 
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1 Accounting 


By reproducing records photographically... 
automatically... Recordak improves existing 
accounting methods, points the way to new 
and more efficient systems. 





Look at 


...see how 


eo these 3 basic 


2 Transferring Information 


By making it unnecessary to transfer data la- 
boriously from one record to another... elimi- 
nating transcription errors...Recordak brings 
new speed and accuracy to this procedure. 


SRECCRDE 


the photographic business machine . . . basic as the typewriter 





Tn accounting, it’s usually the complexity of 
the system that keeps output low, costs high... 

Through the application of Recordak micro- 
filming, you can either “screen out” these com- 


plexities...or develop new systems that will be the 
last word in simplicity, efficiency, and economy. 
I : S ; 


® 8 8 
iT Cd n S| Hn p j y In transferring information, it’s the laborious 


copying that slows things down... 


e e Recordak brings photography’s speed and ac- 
USI fn CSS ope ration % curacy to this operation: reproducing documents 
automatically. ..as fast as they are fed into the 
machine...costs only a fraction of a cent per item. 
In record-keeping, it’s the sheer bulk of ac- 
. cumulated records that “eats up” valuable space 

K) Record-Keeping and complicates filing systems... 
By condensing files into 2% of their former Recordak microfilming does away with 98% 
space... making them easy to refer to for : 
checking or copying ... Recordak simplifies 

and speeds record-keeping. 


of this bulk . . . gives clerks a fingertip film 
file that makes records instantly available for 
reference or copying. 

For a closer, longer “look” at this surprisingly 
low-cost machine .. . at the success it has had in 
simplifying these three basic business operations 
for many leading companies . . . write for the new, 
free book—“‘50 Billion Records Can’t Be Wrong.” 


RECORDAK CORPORATION 


(Subsidiary of Eastman Kodak Company) 


350 Madison Avenue, New York 17, N. Y: 





L\\ SI gEconds 


--------------— een 


THE BOOK IS FREE 


—JUST MAIL | 
THIS COUPON PP econo 


Recordak Corporation 
350 Madison Avenue, New York 17, N. Y. 


Please send me your new book about Recordak 
—‘50 Billion Records Can’t Be Wrong.” 


Name 





Firm 





Street 








City 





+++ adding machine .. . duplicating machine 
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Special Report 


Wartime interruption of 
three-decade increase in 
goods produced per hour 


The welfare of the American worker 
now is to depend on how well he works. 
Industry has reached the point where 
higher wages cannot be paid unless work- 
ers produce more during each hour that 
they spend at bench or lathe. Any rise in 
wages otherwise will be reflected in higher 
prices that will tend to cancel any gain 
that workers might make. 

The present need to improve worker 
efficiency, in fact, is critical because only 
through increased production without 
added unit costs can the price level be held 
within rea:nable limits. Greater output 
for each hour of labor is recognized by 
both unions and employers as the key to 
producing goods at prices that will bring 
a large volume of sales. At bottom, the 
country’s standards of living are meas- 
ured by the efficiency of workers. 

During the war, however, the American 
worker’s efficiency in civilian industries 
was not good. Records kept by the Bureau 
of Labor Statistics for 32 soft-goods in- 
dustries, which did not greatly alter their 
output during wartime, show that workers 
gained far more in wages than they re- 
turned in services. 

The record between 1939 and 1945 
shows this: 

Output for each hour of work increased 
by 6.5 per cent. 

Pay for each hour of work jumped 54.5 
per cent. 

Living costs advanced around 29 per 
cent in the same period. 

“Real earnings’ per hour thus went 
up almost 20 per cent. These are earnings 
adjusted to increases in the cost of living. 

Factory workers during the war gained 
more in money than they contributed in 
efficiency. This was accompanied in part 
by squeezing industry’s profit margins, 
which was made possible by the high war- 
time volume of output and consequent 
reductions in overhead costs. Price con- 
trols, which aided this process, also con- 
tributed. 

Now, however, factory workers appear 
to have gone as far as they can in wage 
gains. This was demonstrated by the 
Office of Price Administration before 


54 


that agency’s lapse. Official ceilings were 
being raised in wholesale lots in recent 
months. It shows again in corporation 
books, where a higher volume of output 
now is required to break even on opera- 
tions. The steel industry, for example, 
must operate at 70 per cent of capacity 
to break even at present prices. Before the 
war, steel plants covered costs at 50 per 
cent of capacity. 

The near-term outlook, in fact, is for 
some decline in workers’ “real earnings” 
as prices rise to overtake increased costs, 
as profit margins tend to return more 
nearly to their prewar position. If organ- 
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extensive research on a topic of oyp. 
standing importance in National Affairs) 


WAGES VS. EFFICIENCY IN U. S.: 
NEED FOR HIGHER PRODUCTIVITY 


Dependence of Living Standards on Regaining Uptrend in Men‘s Output 


BS 


article represents the result of gp 
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ized workers attempt to buck this trend 
by demanding wage increases to keep pace 
with price increases, they are liable to 
touch off an explosion unless they improve 
their efficiency. Without better work 
higher wages would force still higher prices, 
and eventually the mass of consumer 
would be forced out of the market, 4 \ 
collapse then would be in prospect that 
would lead to less production, lower prices 
and fewer jobs. 

Such a collapse, while it might be sharp, 
probably would be brief. R 

American industry’s experience over the be 
last 31 years has been that workers, year 
after year, produce more goods 
for the same amount of effort, er 
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of Average 
Factory Worker 
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Output and Earnings 






That has enabled industry 
both to pay higher wages and 


reduce prices. This is the ne 
fundamental explanation for th 
rising living standards, of the 
general population as well as sig 
of factory workers. There was pu 
a wartime setback in this fle 
trend, but official studies for 
1945 indicate that the long. ” 
term rise in efficiency is le. cal 
ing re-established. wh 
The long-term trend from 
1914 through 1945 shows thee®  ¢le 
results: pla 
Earnings of factory workers ' 
per hour jumped 318 per cent. | 
Livings costs, over the same bes 
period, advanced 79 per cent. cos 


That is the measure of the 
rise in living standards of 
American workers. Their pay 
for an hour of work far outran 
the increase in prices, so that 
they could buy much more 
with their labor in 1945 than 
they could in 1914. 

The basic reason for this ad- 








( COMPARED wiTh 1939) 





642% 
\ vance in living standards is 
\ that workers also produced 
oe eo more during an hour of work 
Ba ms 2 x & > “il 5a than they did in 1914. Output 
vs a KO per hour was almost two and 
, ~ | a half times as great in 1945 as 
INCREASE PER INCREASE PER INCREASE PER ‘n 1914. That aed industry 
HOUR IN HOUR IN HIS HOUR AFTER HIS to meet the higher hourly wage 
FACTORY WORKER'S EARNINGS EARNINGS ARE scales without raising prices 
EFFICIENCY ADJUSTED FOR COST | nearly to the same extent. In- 
OF LIVING creased use of machinery and 








assembly-line methods of pro- 
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Why Should OLD MAN RIVER _. 
Get so Polluted! ¢ #i% 


‘, 


Rivers that once laughed gayly through our cities have 
become carriers of disease. Sewage robs the water of oxygen, 
killing the fish. Plant life along the banks is poisoned and 
erosion turns natural playgrounds into mud flats. 

Yet a sewage plant can eliminate this and be so imaginatively engi- 
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beauty that follows the transforming of waste waters into sparkling streams at little 
cost through the teamed efforts of these members of Dresser Industries, Inc. ” 
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Transcontinental conveyor belt 


Every few hours, day and night, 
another section of No. 603 pulls 
westward out of the Twin Cities 
along the Main Street of The 
Northwest. Somewhere, at any 
given moment, some section of this 
famous Northern Pacific hot-shot 
is on the move. 

This “‘chain-train” and her east- 
bound twin No. 602 are now on 
schedules 24 hours faster than 
during wartime... they are, in ef- 
fect, constantly moving conveyor 





belts, 1900 miles long, carrying 


whopping big loads of food, tim-. 


ber, fuel, minerals, machinery and 
merchandise on Main Street. 

By efficient, dependable opera- 
tion of these and other fast freight 
trains, by constant improvement 
of our railroad and by active 
assistance to agriculture and in- 
dustry, Northern Pacific does its 
best to keep all the lights bright 
along Main Street. 

NORTHERN PACIFIC RAILWAY 














ON THE JOB 
A rise in output is called for... 


duction were primarily responsible for in. 
creasing the efficiency of workers, but the 
result was a higher living standard in the 
country. 

Peacetime advances in efficiency hold 
the real key to wage-price relations, since 
they determine the basic cost of produe. 
ing civilian goods. During war, the eff- 
ciency of workers appears to decline. 

During World War I, for example, 
factory workers produced less per hour in 
1917, 1918 and 1919 than they had in 1916, 
The over-all drop in efficiency, as meas. 
ured by BLS figures, was 13 per cent. 

During World War Il, the 32 civilian 
industries had a similar experience. An 
average worker in these industries was ? 
per cent less efficient in 1944 than he had 
been in 1941. 

This setback in wartime has a twofold 
effect. First, it increases the factory cost 
of production, and, second, it reverses the 












































—Ford Photos 
AT THE TIME CLOCK 
... setting a hard task for labor 
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Chicago and Northern Illinois — 
re” for Industry 





"L* make electrical relays and switches 
here in Chicago. My plant is small. A 
prospective customer recently called 
on me fo place a substantial order. 
When he went through my factory he 
stated quite frankly he doubted my 
ability to produce the order. | asked 
him to reserve judgment and took 
him for a little excursion around the 
city. Within a few hours we visited 
my tool and die maker, a screw ma- 
chine shop, three plating and finish- 
ing firms, (each a specialist in a dif- 
ferent type of finishing), a metal 
fabricator and other suppliers. 

«€ ©¥oy're not a small outfit, mister,’ 
he concluded. ‘You're in mass pro- 
duction with departments for every 
process at your finger tips.’ He 
placed his order and | agreed to 
start delivery in 30 days . . . was 
actually shipping in three weeks. In 
today’s market I find this diversity of 
facilities most helpful. To me, Chi- 
cago and Northern Illinois is a ie 
tical ‘department store’ of industry. 

*Name on request 








Industries locating in this area have these 
World Airport + Inland Waterways « 
"Great Central Market” 


outstanding advantages: Railroad Center of the United States 
Geographical Center of U. S. Population + Great Financial Center « The 
¢ Food Producing and Processing Center « 
Labor Relations Record « 2,500,000 Kilowatts of Power « Tremendous Coal Reserves » Good Government « Good 
living + Send for free booklets containing useful information on these advantag 


















This true story typifies the war-time operations of thousands 
of Chicago manufacturers who could not hope to provide for 
every manufacturing process within their own walls. It helps 
to explain why this area became the nation’s subcontracting 
center, producing by the war’s end 23% of the nation’s elec. 
trical machinery, for example, and 40% of the electronic 
equipment. 

Utilizing cost-saving techniques, many small manufac- 
turers in Chicago and Northern Illinois are today in mass 
production, despite limitations of inside facilities and capital 
investment. They have learned how to produce and make 
delivery from this industrial area easily, quickly, economi- 
cally—and in large quantity. 

Our staff of trained industrial engineers is prepared to. 
answer any inquiries about the many economic resources of 
this area. On request they will make a special detailed study, 
for your business, of the various factors which make Chicago 
and Northern Illinois such a Strategic industrial location. 
This work is carried on without charge. All inquiries are 
handled confidentially and promptly. 


Leader in Iron and Steel Manufacturing « Good 
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This is the tenth of a series of advertisements on the industrial, agricultural and residential advantages of 
Chicago and Northern Illinois. For more information, communicate with the 


TERRITORIAL INFORMATION DEPARTMENT 





Marquette Building— 140 South Dearborn Street, Chicago 3, Ilinois—Phone RANdolph 1617 


COMMONWEALTH EDISON COMPANY 
WESTERN UNITED GAS AND ELECTRIC 


¢ PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 
COMPANY « ILLINOIS NORTHERN UTILITIES COMPANY 














Laundering is part of Tube Bending 


Aluminum tubes are washed and rinsed, 
passing through solvents, cleaners and 
boiling water in specially-built tanks 
before they are heat-treated. An im- 
portant phase of a PRECISION job. 
Write for booklet.F9 Lawrence Street, 
New Haven (11) Connecticut. 


AMERICAN 
TUBE BENDING 
COMPANY, INC. 


PRECISION to Aircraft Standards 








home entertainment and learning 


Travel, fishing, educational shorts — over 6000 films 








are available to provide “tailor-made” enjoyment for 
your family and are brought into your home through 
the Vicror Animatophone. 

Sound or silent films, black and white or color, nor- 
mal or slow motion all are possible with The VICTOR 
Animatophone — the world’s finest. May ov». . 
we assist you in making your home the reo 
center of modern entertainment and a 
learning? 






THINGS TO THINK ABOUT 
WHEN BUYING A PROJECTOR 












STRAIGHT-LINE BEAM 


VICTOR'S projector lamp 
and lenses permanently 
aligned and prefocussed at 
the factory . . . insure 
maximum brilliance of the 
image on the screen. 


Write today for descriptive literature 


VICTOR 


ANIMATOGRAPH CORPORATION 
Home Office and Factory: Davenport, lowa 
New York, 330 W. 42nd © Chicago, 188 W. Randolph 


EQUIPMENT SMC CES «hee 2-3 











MAKERS oF 16MM 
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Special Report 


usual trend toward more efficiency. Thys 
at the end of both wars, American industry 
and American workers had to overcome , 
deficit in their ability steadily to produc 
more for each hour that factories operated, 

During both wars, factory pay rolls ad. 
vanced to a higher level than factory eff. 
ciency, with the result that wage costs fo, 
each item produced were higher. In 1999, 
the factory costs of turning out a singk 
item was more than twice as high ag jp 
1914. Again, in 1945, factory costs for q 
unit of output were 45 per cent above 1939, 

Between wars, from 1920 through 
1939, this disparity in’ wage costs and eff. 
ciency was overcome. The total gain jy 
hourly output per worker in this period § 
was 107 per cent. In other words, a worker 
produced more than twice as much ip 
1939 as he had turned out in 1920. 

Wage payments per hour did not rise 
during this period. They declined sharply 
in the 1920-1922 depression and did not 
pass the old wartime level until 1939. The 
result was that wage costs entering into a 
unit of factory output declined steadily, 
and by 1939 were 49 per cent below 199 
Prices reflected this trend, and living costs 
dropped approximately 30 per cent. Be. 
cause of lower prices, workers with jobs 
were half again as well off when World 
War II began as when WorldWar I ended, 

Workers were able to hold the wage 
gains scored during the first World War 
primarily because they added to their 
productive efficiency. The ability to repeat 
that performance will determine whether 
in the period ahead workers’ living stand- 
ards are to advance rather than decline. 
Further wage gains without gains in-pro 
ductivity appear certain to lead to price 
rises that will eat into those gains. 

A hard task is set -for both labor and 
management if recent wage gains are to 
be compensated by gains in efficiency. The 
average annual gain in worker output per | 
hour has been 2.6 per cent. That trend was oa 
established between 1920 and 1939, but 
it fell off during the war. Instead of attain 
ing the expected advance in efficiency in 
1945 at 17.3 per cent above 1939, the 
actual advance was only 6.5 per cent. 

A rise in worker efficiency of 10 per cent, 
as measured by Government officials, thus 
is called for. That recovery was achieved 
in 1920, but production figures now do 
not indicate any comparable recovery for 
1946. That explains why leaders of both 
the American Federation of Labor and the 
Congress of Industrial Organizations are 
beginning to stress productive efficiency. 

Industries where increasing efficiency is 
most required are indicated in BLS studies. 
Wage costs per unit of output advanced 
further in some industries than in others. 

Pay-roll costs advanced furthest in 
beet-sugar refining, where unit wage costs 
are up 81.7 per cent, and cotton-goods 
manufacturing, where wage costs are Up 
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She made her saucy way down to center stage 
. - . and standing on the 50-yard line in 


Pitt Stadium, she poured her lovely 





melodies into the early June night. It was the 
kick-off for eight weeks of outdoor operetta by Pittsburgh’s Civic 
Light Opera Association. 


BU If M anette Thousands of Pittsburghers loved it . . . on hard bleacher seats. 
/ Pittsburghers are music fans from *way back. 
They have grown up on the kind of music that Fritz Reiner makes 


Came down ON with his superb Pittsburgh a be Orchestra. 


They jam concert halls to hear opera and the 


J} 
best artists on tour. They form little We groups to 


tho 50-\4 rd Li N 0 bring to Pittsburgh music too controversial for everyday repertoires. 


They make their music a personal thing with 


2g 4 orchestras and choruses in 
which they play and sing 
9@@ \A- 74 the folk music of their fathers, 
who came from many lands. 
al o 


d 
Its love of fine music is another side (> yf) al 
of Pittsburgh that you may not GO Ga> 
N 
have heard about . . . mostly because the stuff 
that’s 


ee 





culture” in many cities is just everyday 


living in Pittsburgh. 











We mention Pittsburgh’s music because we think that a city that 
enjoys fine music and makes it available is a fine place to live... 
and have a business . . . and raise a family. If you think so too, 
get in touch with our Research Department or the Chamber of 
Commerce of Pittsburgh. They'll be happy to tell you about the 


many other sides there are to Pittsburgh. 


The Pittsburgh Press , 


‘| 4 ve 










THERE'S ANOTHER SIDE TO 








Represented by the In Pittsburgh 


National Advertising Department, [ pone ire eteed ; \ cacti 
Scripps-Howard N ewspapers,.230 Park Avenue, No. in Datel A oes way 4) Sear 
New York City. Offices in Chicago, Detroit, In General Advertising 5 Ss 
Memphis, Philadelphia and San Francisco. In Total Advertising —a ee 


















ROUGH IT IN LUXURY <¢ 


eee at Las Vegas, Nevada 
Cowboy music around a campfire... desert 
moon...a romantic ride through the sage... 
daytimes of glorious sunshine, with fishing, 
swimming, mountain sports. In your room 
at the Last Frontier, you'll relax in restful 
splendor... play in the Gay Nineties 
Bar and Club 21 Casino...dance in the Jig 
romantic Ramona Room. It’s buckskin liv-Qae 
ing the modern way! 


THE EARLY WEST IN 
MODERN SPLENDOR 
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Write for % 
Colortul Folder I nce 
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Istanbul Envoy 
Talks Turkey 


**Praise be to Bacardi 
and Soda! It brings 
richness to the lip 


and delight to the taste!” 





Attaturk! (we are tempted to respond.) You have 
expressed beautifully the results of Bacardi’s incredibly 
smooth richness, its delicate lightness and subtle flavor. And to 
think it is all due to Bacardi’s formula . . . still a family 

secret after 83 years . . . still unduplicated 


anywhere in the world! 


all nations agree — BACARDI 


Should anyone suggest a substitute for Bacardi—cast the 
varlet into the Bosporus! 





RUM ... 89 Proof. Bacardi Imports, Inc., New York 
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Special Repo 


74.4 per cent. Other industries with greater. 
than-average increases are fertilizer, floy 
milling, shoe manufacturing, canning, 
smelting and refining, paper manufactur. 
ing, and cement making. 

Wage costs have advanced to a lesse 
degree in oil refining, woolen and worsted 
goods, brewing, tobacco manufacturing, 
confectionery, condensed milk, leather, and 
meat packing. Rises in raw-material costs, 
however, promise to offset the advantage 
in wage costs for industries that use farm 
products. 

Unit wage costs have declined and 
efficiency has correspondingly increased 
since 1939 for the rayon industry; and only 
modest increases have occurred in plants 
making glassware, hosiery, paints and var. 
nishes, and bakery products. 

Figures on the wage costs of war indus. 
tries have not been kept by the Labor 
Department, and experts disagree on the 
prospects for such groups as automobile 
manufacturers, steel plants and machinery 
builders. Productivity in munitions mak- 
ing advanced sharply during war years, 
primarily because mass-production meth- 
ods were applied to airplanes and airplane 
parts, to tanks, artillery and ships. Whether 
these increases can be translated into autos, 
farm machinery,. railroad cars and other 





—— 


civilian products is a matter of dispute, | 

Production records for the soft-goods in- | 
dustries in 1945 indicate that the long-time | 
advance in efficiency can be regained, but * 


a more rapid improvement in efficiency 


is necessary if wage gains won by workers | 


: 


Ap 


in the last five years are not to be soaked | 


up, in part or entirely, by rising prices in 
the period ahead. 


The jump in man-hour output in 1920 
was not sufficient to curb the price rise of | 


that year. While output advanced 10 per 
cent for each hour of work, manufacturers’ 
prices jumped almost 15 per cent and 
living costs rose 15 per cent over 1919. 
Next year came the bust, with declines in 
pay rolls, prices and living costs. That 
experience threatens to be repeated in the 
months immediately ahead. 

Over the long term, however, rising 
productivity is indicated, in agriculture as 
well as in industry. Experts see no reason 
why factory labor should not continue to 
increase in efficiency at least at prewar 
rates, and advances likewise are being 
made in the efficiency of agriculture, which 
is becoming more mechanized. 

This increasing efficiency promises in the 
future, as in the past, to be reflected in 
higher living standards. In the immediate 
future, however, workers and consumers 
generally are likely to pay for the policy 
that sought to raise wages before labor's 
ability to add to output was demonstrated. 
Present signs are that this policy now may 
be reversed, and that increases in efficiency 
will be stressed before further advances 2 
living standards are sought. 
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IMAGINATION IS THE DIRECTING FORCE AT CHRYSLER CORPORATION 


< > 


(MAGINATION OPENS NEW EVES 


THEY'RE WATCHING THE BEAT 
OF AN ENGINE’S HEART! 


Only a few people have seen what 
you are looking at in this photograph. 
It’s the actual joining of gasoline 
and air inside a carburetor—the 
“heart” of an automobile engine. 
This particular carburetor is made 
of clear, transparent plastic. Engi- 
neers at Chrysler Corporation cre- 


ated it so they can watch and study 


the actual mixing of fuel and air— 
that vital that 
much to your car’s economical and 


process means so 


eflicient performance. 


TO DISCOVER BETTER 


They watch and study intently, 
for this experimental carburetor— 
as far as we know, the only one of 
its hind—opens eyes on things men 
have never seen before. 

It discloses bright-colored gas and 
air mixing at hurricane speeds . 
tiny valves and controls measuring 
and changing the mixture for differ- 
ent kinds of weather, for a cold or 
a “warmed up” engine, and for dif- 
ferent speeds of driving. 

All the work that went into the 
making of this unique laboratory re- 
search device is already proving its 
value. Engineers now are able to 
prove what used to be theories. They 


THINGS FOR YOU 





1 meee 


know, for the first time, exactly what 
goes on inside a carburetor. And it 
is this kind of knowledge that leads 
to important advances in car and 
truck performance. 

The creative imagination that con- 
ceived and found how to build this 
carburetor is always at work among 
Chrysler Corporation technicians. 


That same imagination has helped 
us pioneer many of the most im- 
portant car improvements of the 
last twenty years. You'll see its in- 
fluence in the New-Type Brakes, 
Safety-Rim Wheels and other exclu- 
sive features of the new Plymouth, 
Dodge, De Soto and Chrysler cars. 


Plymouth DODGE DeSoto Arysler 


PRODUCTS OF CHRYSLER CORPORATION 


Alrtemp Heating, Cooling, Refrigeration 


Chrysler Marine & Industrial Engines 


Dodge Job-Rated Trucks 


Oilite Powdered Metal Products 


Cycleweld Products Mopar Parts & Accessories 









KING MEANS BEST IN EVERYTHING 
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* The straight whiskies in this product are SI! months or more old. 40% straight whiskies; 60% grain neutral spirits. 86 proof, 


A Golf Scene, painted especially for the 
Brown-Forman Collection by Harrison F. Miller 


















BLENDED WHISKY 


A ‘de LIGHT ful climax to any sport—Brown-Forman's King 
of pre-war Whisky—from Kentucky! Enjoy its smooth mellow- 
ness, coupled with full-flavored, satisfying taste! Then you'll 
know why more and more are asking for Brown-Forman’s 


King Whisky at their favorite club, bar or package store! 


BROWN-FORMAN DISTILLERS CORPORATION 
At Louisville in Kentucky 
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GIVE AND TAKE OF BRITISH LOAN 


Advantages and Risks for Both Parties in Move to Aid World Trade 


Removal of restrictions 
on commerce of U.S. in 
sterling area‘s markets 


Dollars lent on easy terms are to begin 
lifting the trade and financial problems of 
Great Britain soon after the last details 
of that loan are settled with President 
Truman’s signature. 

What the British then will get is this: 

A new dollar loan of $3,750,000,000 is 
to be set up to get British commerce and 
industry going again. 

An additional credit of $650,000,000 
will settle Britain’s Lend-Lease accounts. 
As in U.S. settlements with other coun- 
tries, this represents only a token payment 
for war goods. The British got $29,000,- 


—Black Star 
BRITISHER & GOODS 
An upswing in world trade... 


000,000 in Lend-Lease aid, against $4,000,- 
000,000 delivered to the U.S. in reverse 
Lend-Lease. Surplus U.S. property left in 
Britain is worth about $5,000,000,000. 
Britain is to get this property. 

Terms. The basis on which Britain gets 
the $4,400,000,000 credit from the U.S. 
is this: 

The money is to be set aside in the U.S. 
Treasury for Britain to draw on as needed 
during the next five years. 

Repayment is to begin five years from 


WWLY 19, 1946 


now and is to be made in 50 yearly install- 
ments The British thus are to have until 
the year 2001 to repay. 

Interest is to be at 2 per cent annually, 
beginning when repayment starts in 1951. 
Because of the five-year grace period, the 
rate figures out to be somewhat less than 
2 per cent. If the British were to draw 
the credit in five equal yearly amounts, 
it would be 1.83 per cent. If they were to 
draw it in three equal yearly amounts, 
it would be 1.76 per cent. 

Interest is to be at 2 per cent annually, 
when Britain’s gold and dollar reserves 
run seriously short and export earnings 
are not sufficient to make ends meet. The 
country’s trade position, for this purpose, 
will be considered in arrears when exports 
and services yield less than a yearly aver- 
age of $3,464,000,000 over a five-year 
period. The judge of export earnings is to 
be the International Monetary Fund. The 
waiver does not apply unless other creditor 
nations cancel British interest payments. 
Nor does it apply if Britain uses her 
resources to reduce her debt to other 
countries by more than $175,000,000 a 
year. 

Precautions thus are taken to prevent 
another situation in which Britain, for 
want of dollars and gold, is forced to de- 
fault on the debt. This is what happened 
to the British debt of World War I, which 
remains on the books at $4,368,000,000. 

Advantages to U.S. Balancing off 
these U.S. concessions, the British agree to 
lift many of the wartime monetary and 
trade restrictions that now hamper the 
restoration of world commerce. 

Free exchange between pounds and dol- 
lars earned in day-to-day trade operations 
is to be provided within one year after the 
loan agreement becomes effective. This 
means that by mid-1947 Britain will scrap 
the monetary controls that now require 
countries selling goods to England to 
spend their earnings for British products. 
These countries, instead, may demand pay- 
ment from the British in dollars, and buy 
U.S. goods. The pound and the dollar are 
to become interchangeable for trading pur- 
poses. 

Free access to markets in the so-called 
sterling area is provided for the U.S. with- 
in a year. The sterling area includes the 
British Empire, Egypt and the Middle 
East. Canada and Newfoundland, however, 
are not included. In part, the same restric- 
tions applying to sterling-area countries 
also apply to 18 other countries with which 
the British have two-way trade agree- 
ments. These countries, tied to Britain 





either through the sterling agreements or 
through trade agreements, account for 55 
per cent of the world’s imports and nearly 
half the world’s exports. 

U.S. trade with the sterling area is 
sharply restricted because dollars belong- 
ing to these countries are pooled in London 
and are rationed for the purchase of essen- 
tial U.S. goods. This dollar pool is to be 
dissolved within a year, and after that 
member countries will be permitted to 
spend the dollars and pounds they receive 
wherever and whenever they wish. This 
means that, if Egypt, for example, exports 
goods to the United States, the dollars 
Egypt gets can be spent anywhere without 
consulting the dollar pool. 

Britain’s foreign debt of about $14,000,- 
000,000 will be settled on a basis that will 
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in Philadelphia Evening Bulletin 
LOOKING OVER THE WALL 
e «. was assured by America’s dollars 


make part of the funds owed to creditors 
available in dollars or any other currency 
the creditor nation wishes. This debt was 
created during the war, when England 
bought huge quantities of goods from 
countries in the sterling area. The sterling 
used to pay for these goods could not be 
converted into other currencies, and the 
British offered few goods that these coun- 
tries could buy to use up the sterling. 
This money, therefore, was blocked from 
use, and now is being held in London 
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banks as deposits to the credit of the 
countries that own it. 

England now proposes to settle this debt 
by releasing part of the blocked sterling 
without strings so that it can be exchanged 
for other currencies, releasing a second part 
in installments beginning in 1951, and 
writing off or reducing the rest by agree- 
ment with the countries involved. 

Import controls that Britain retains 
after the end of 1946 are not to discrimi- 
nate against the United States. This means 
that, if the volume of imports is limited, 
this country will be given its proportionate 
share of the British market. Empire pref- 
erences, whereby Britain gives favored 
tariff treatment to dominions and colonies, 
are not to be affected. 

Where the money will go. The ef- 
fects of the British loan are likely to be 
felt throughout the world. Britain can be 
expected to use about one third of the 
money to buy goods directly from U.S 
sources and’ the rest to pay suppliers else- 
where who would rather be paid in dollars 
than in pounds. As the best customer of 
31 nations, Britain can be expected to set 
off a flow of dollars throughout the 
world to find their way eventually to 
U.S. markets. 

British buying in the U. S. will be spread 
over a wide variety of goods. 

Machinery, tools and industrial raw ma- 
terials are to head the list in the next 
months. To build up the export trade that 
Britain must have to overcome her present 
trade deficit, industry must be rebuilt and 
reconverted to produce goods for sale to 
other countries. 

Food products are to find an expanded 
market in Britain. 

Cotton traditionally has been one of the 
principal U.S. exports to Britain, and the 
loan is likely to finance continued heavy 
buying of American cotton. Before the war, 
British purchases of cotton in this country 
ran as high as $100,000,000 a year. 

Tobacco, another principal export to 
England, is to continue in large volume. 
Normally, the British buy $70,000,000 to 
$100,000,000 worth of tobacco a year in 
this country. 

Consumer goods, generally speaking, 
are to get low priority. Even with the dol- 
lar credit, Britain will have to screen her 
purchases carefully, and there will not be 
much room for goods like automobiles, 
refrigerators, washing machines and radios. 

Motion pictures, on the other hand, are 
due for an expanding market. Most of the 
films now shown in England are made in 
the U.S. Before the war, films imported 
from this country ran to about $70,000,000. 

Can Britain repay? Whether the U.S. 
will get its money back is, in effect, a 
gamble on British and world trade. It de- 
pends upon Britain’s ability to sell vastly 
more goods in world markets than ever 
before. To show a profit on her trade oper- 
ations, Britain must export in future years 
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about half again as much as in 1938. 

Britain’s chances of repaying also de- 
pend upon the volume of U.S. buying 
from England and other countries. The 
Commerce Department estimates that, to 
strike a balance, this country should im- 
port about $14,000,000,000 worth of goods 
a year. That figure is more than three 
times the value of imports in the peak 
peacetime year of 1929. 

Short-term prospects are brightened 
by the British loan. This deal completes the 
financial structure that the U.S. designed 
and started to build three years ago. This 
structure is based on U.S. commitments of 
about $15,000,000,000 to Great Britain, to 


groups. This regulation, which has been jy 
effect since August, 1941, requires that 
charge accounts be paid up within 7 
days, that installment buyers pay one 
third down, and that the term of install 
ment credit on most consumer goods be 
limited to 12 months. It is argued, among 
other things, that Regulation W favors the 
rich and discriminates against the poor, 
But, in this period of rising prices and in- 
flationary pressures, the Administration js 
more likely to tighten than to eliminate 
the. regulation. 

The reason is this: 

Credit buying, now that durable goods 
are getting to market again, is rising 
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Consumer Spending — 
Increasing Use 
of Credit 











Copyright, 1946, By The United States News Publishing Corporation 


the International Bank, to the Interna- 
tional Monetary Fund, and to the U.S. 
Export-Import Bank. With this supply of 
dollars, world trade is due for an upswing 
in the period immediately ahead. 


Keeping Regulation W? 

Permanent regulation of installment 
buying and other forms of consumer credit 
is proposed by the Federal Reserve Board. 
This would amount to a continuation of 
at least the principles of Regulation W, 
under which the Federal Reserve System, 
as an emergency wartime measure, now 
regulates credit buying. 

Just now, Congress is cool to the idea 
of extending consumer-credit control into 
peacetime. The proposal, offered in the 
Board’s annual report, comes at a time 
when Congress is in a mood to eliminate 
emergency controls, not to write them into 
permanent statutes. 

Also, Regulation W itself is under attack 
from some Congressmen and _ business 


sharply. After dropping from a peak of 
$10,000,000,000 just before the war to 
$5,000,000,000 in 1943, the volume of con- 
sumer credit now has passed $7,500,000,- 
000, and is expected to reach a new high 
in a few months. The rate of increase now 
is the highest in history. The total jumped 
$200,000,000 in May alone, and May is 
normally a month of moderate buying. 

What ‘the Board fears is that its emer- 
gency power to control consumer credit 
might be lost before the present inflation- 
ary dangers have passed. That is why the 
proposal to make credit regulation per- 
manent is offered at this time. 

The Board points out that consumer 
credit now has become so important in the 
national economy that its rises and falls 
affect general business conditions. It is 
argued that excessive fluctuations in con- 
sumer credit could be prevented by Gov- 
ernment regulation. The proposal is that 
credit controls be tightened when business 
is on the upswing, and eased when busi- 
ness is on the downswing. 
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Cash in Vault and in 


Due from Banks .. 
TOTAL CASH . 


fully guaranteed 





Other Resources 





Capital: 


Demand . . 
Deposits 





| Condensed Statement of Condition June 29, 1946 


Federal Reserve Bank . . « « « «© «© « 06 664,828,114.00 


United States Government racemase direct and 


State, County, and Municipal "Bonds eC ee ot 323,940,281.68 
Other Bonds and Securities . . . « «© e © « 130,026,315.64 
Stock in Federal Reserve Bank . . «. « «© « « 6,137,600.00 
Loans and Discounts : . Pe ar 1,198,680,168.77 
Accrued Interest and Accounts Receivable a ere 17,690,494.68 
Bank Premises, Furniture, Fixtures, and Safe 

Deposit Vaults 2 O26) Oni ONS ete 28,061.091.09 
Other Real Estate Owned . ° 96,850.99 
Customers’ Liability on Account of Letters of Credit, 

Acceptances, and Endorsed Bills . . « « e 40,737.711.78 


TOTAL RESOURCES 


Common (8,528,646 Shares)  .$ 106,608,075.00 
Preferred ( 6.258 Shares)* 


Surplus + = e © @ 4 @ «€ 98,752,325.00 
Undivided Profits iy a re te se 30,232,550.65 
Reserves e 4,304,056.90 
Preferred Stock “Retirement Fund 162,053.65 


TOTAL CAPITAL FUNDS. . « « « + « « of 240,184,221.20 
Reserve for Bad Debts 


Savings and Time . 2,154,580,868.02 
Liability for Letters of Credit and as Acceptor, 
Endorser, or Maker on Acceptances and 


Foreign Bills . . .. wine He Pidvt 42,126,954.66 
Reserve for Interest Received in Advance a 7,270,973.57 
Reserve for Interest, Taxes, etc. . « « © «© «© « 8,484,188.71 

TOTAL LIABILITIES . . . « « « « » $5,554,309,981.40 


* Issued at $50 ($20 Capital—$30 Surplus), Annual Dividend $2. Called 
and to be retired in full as of July 31, 1946. 


This statement includes the figures of the London, England, banking office. 
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oe 60 e eae eae . 295,791.677.94 
ene $960,619,791.94 





2,848,132,068.30 


Net Ae ee a oe a 187,606.53 
© 0 © © @ © © « $5,554,309,981.40 


LIABILITIES 





125,160.00 


ee 17,719,315.14 
- « « $3,083,943,460.10 





\ §.238,524,328.12 














When the people of California want to bor- 
row money—they come to Bank of America. 
Here they find a vast reservoir of credit, 
sufficient to meet even unusual demands. 
More important, they find at Bank of America 
men who have the vision to understand 
their need for the money-—vision to encourage 
the business executive in his plans for ex- 
pansion ...to see the veteran as a successful 
farmer... to visualize the movie producer’s 
scenario as a box office hit... to appreciate 
the personal financial problem of the young 
woman secretary. 
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Bank of America is growing with the 
West. It is ready to meet every financial need 
of the people of California and their business 
and industrial enterprises. You are invited 
to write for a copy of the graphic economic 
study, “The California Trend.” Address Bank 
of America, 300 Montgomery Street, San 
Francisco 20, or 660 South Spring Street, 
Los Angeles 54. 


Bank of America 


NATIONAL f8USTA82 ASSOCIATION 





California's Statewide Bank... Main offices in the two Reserve cities of California—San Francisco and Los Angeles 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION * MEMBER FEDERAL RESERVE SYSTEM 














THIRST QUENCHED BY THE TRUCK LOAD 


WITH. RUGGED, DEPENDABLE 


uy it by the bottle, carton or case—your favorite carbonated 
beverage—delivered by truck from one of America’s more 
than 5,000 bottlers. 

And what a job these spotless, streamlined bottling plants do: 

They offer a choice of almost 3,500 different brands of tangy 
drinks—thirst quenchers and mixers for your year-round en- 
joyment. 

They produce 140 bottles of carbonated beverages a year for 
every man, woman and child in the country. The annual retail 
value of their sales tops $600,000,000. 

It’s a big business, this business of providing America with 
refreshing drinks. It’s as American as baseball, corn-on-the- 
cob or the Statue of Liberty. And it moves by truck—to a large 
extent by International Trucks. Here are four reasons why: 

International knows bottling industry truck problems— 
knows them from more than 40 years of truck-building expe- 
rience. 

The International Truck Line is a complete line—everything 
from half-ton pickup trucks to giant six-wheelers. That en- 





COOL REFRESHMENT FOR HOT MOMENTS 


INTERNATIONALS ON THE JOB 





BOY, GIRL AND A CARBONATED BEVERAGE 


ables International to reeommend exactly the right truck for 
every bottling industry job. 

The stamina, economy and dependability of International 
Trucks are so outstanding that in the last 15 years more heavy- 
duty Internationals have been purchased for commercial use 
than any other make. 

And International Service holds truck operating costs down, 
not only for bottlers but for all truck operators. This special- 
ized truck service is quickly available from International 
Branches, the nation’s largest company-owned truck-service 
organization, and International Dealers everywhere. 


Motor Truck Division Q 
INTERNATIONAL HARVESTER COMPANY kd 
180 North Michigan Avenue Chicago 1, Illinois 


INTERNATIONAL TRUCKS 


Tune in ‘Harvest of Stars” every Sunday, 2:30 p.m. Eastern Daylight Time. NBC Network. 
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NATIONAL DRINK AND NATIONAL GAME 
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Plus and Minus 


24th and N Streets, N.W. 
Washington, D. C. 
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Price control, other than rent control, is badly mangled; is not to be 
revived in a form that can have much, if any, real importance. 

Most foodstuffs are out from under control and are to stay out. 

Oil, gasoline are out from under control, and probably will stay out. 

Clothing is not to go back under any effective control. 

Rents, however, probably will be made subject to control, probably will be 
covered again by a national law that will check a runaway rise in rentals. 

Mr. Truman's veto of price-control extension as Congress wanted it seems 
to have made revival of any effective control impossible politically. It is 
doubtful if the President planned it that way, but there is no doubt that the 
Senate balked at giving Mr. Truman what he asked for after his veto. Every day 
that prices stayed out from under control added to the difficulty of restoring 
control. OPA, as a result, is going the way of NRA. 








The price bulge now occurring is the big post-OPA bulge. 

Commodity prices, over all, jumped 5 points in the week ended July 6. The 
jump was from 112 per cent of 1926 level to 117 per cent--a striking rise. 

Raw-material prices, largely farm products, skyrocketed. 

Food prices shot up. So did the price of cotton. Metals did not rise much 
in the first days out from under control. Black-market prices generally tended 
in this adjustment period to become regular-market prices. 

Manufactured goods did not rise much as a rule. That rise comes later. 

It is obvious that the general price level can go up 20 per cent within 
a relatively short time, maybe within 3 months. After that it should stabilize 
somewhat, Should settle down to more gradual movements. 
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Period ahead will be another hectic period, one of more adjustments. 


own, Cost-price relationships are going to be thrown out of kilter again. 

scial- Raw-material costs are to move sharply higher. 

onal Prices of manufactured goods may be held down somewhat, but there will be 

shi the squeeze of rising material costs on top of the wage-cost increase. 

Upward price adjustments then are to be forced all along the line. 

3 Rising prices will inevitably lead to new demands for higher wages. 

L With prices going up, merchants may find more and more resistance to sale 
of some types of goods, may find themselves faced with a rush of demand and then 
some drying up of demand as more and more groups are priced out of the market. 

KS Producers will be wise to get going with production of finished goods in 

order to tap the consumer market while it remains lush and before consumers 

















mm are in a mood to be a good deal more selective than they now are. 
a 
ay Of course, nobody can say for sure, but this situation has almost all of 


the earmarks of a fast-moving business cycle, one that can turn in 12 to 18 
months. There are not the elements of a gradual, prolonged rise. 

Industry will be stimulated by rising prices to speed output. 

Farmers will be encouraged to step up food production to the maximun. 

Consumers, however, with higher prices to pay will discover gradually that 
they do not have dollars to pay for everything that they may want, and will 
need to forsake some things in order to acquire other things more badly needed. 
Output, then, will overtake effective demand first in one field and then 
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TREND OF AMERICAN BUSINESS--= 


another; will bring back a buyers' market and pressure on prices. AS output 
goes on up and as prices go on rising, the line of supply will overtake the 
level of demand over a wider and wider field and prices will give way. 


Food and clothing prices are to rise fastest and farthest. 

Construction prices will race up along with food and clothing. 

People may gradually forsake beefsteak or pork chops and may decide to go 
on living with the old folks or with aunts and uncles for another year if prices 
rise too far. A point of resistance will be reached somewhere. 








Food, clothing and shelter, however, are most basic. 

Thus: If these basic requirements take up a larger number of dollars there 
will be fewer dollars left over for big new cars and expensive jewelry and 
fancy gadgets for the household or for high-cost furniture. 

That's about the way it works in a period of rapidly rising prices. The 
price level, when not controlled, tends to rise more rapidly than incomes are 
increased. The faster the upward price move, the quicker the adjustment. 

The move now started appears to be a fast move. 





In the highly important material situation..... 

Steel is most critically short of basic materials. 

Lumber is going to be adequate in supply before long. 

Aluminum is relatively abundant and in adequate Supply. 

Cotton crop is short, but officials say private holdings are large. 
Corn may approach a 4,000,000,000-bushel level with good weather. 

Wheat will exceed 1,100,000,000 bushels. Oats crop is bumper. Grain sup- 
ply as a whole will be adequate, but industrial uses probably will be limited. 
Vegetable oils are critically short and will remain short for a time. 

All in all, the material situation is such that production can get going 
on a very large scale within a relatively short time and can help to relieve 
some of the pressures now built up to force a fast and sharp price rise. 





Tax reduction definitely should not be counted on in 1947. 

Tax cuts will be resisted in a period of rapidly rising prices. 

Budget will be in balance at about $37,000,000,000 in this fiscal year, 
but any budget surplus will be small. On a cash basis, with bookkeeping items 
out, there may be a budget surplus of about $4,000,000,000. 

A budget surplus will mean that Government is not adding to inflation. 

Credit controls are likely to be kept in months ahead. 











U. S. dollar remains in a strong position despite price rises. 

Dollar value in gold will continue at $35 to the ounce. 

World currencies will be stabilized with the dollar on that gold basis. 

Stabilization, however, is going to be made somewhat more difficult by a 
sharp price rise in U.S. Other countries will want to see more clearly where 
the dollar value, in terms of goods, is to settle before agreeing to fixed 
values in their currency. The British feel that, over the longer term, U.S. is 
to be far more seriously affected by deflation than by inflation. 

Actually, many world currencies have been overvalued, and a price rise 
in U. S., if it levels off and holds steady, will ease the problem of valuing 
world currencies within the International Monetary Fund. 














Wage arguments are to start again, stirred by price rises. 

Meat packing is up against the wage issue in August. 5 

Auto industry will face the issue first in Chrysler, with Auto Workers 
now suggesting that price rises will force reopening of that contract. 

All through industry, if living costs move up sharply, as they are going 
to do, workers will become restive as they lose the purchasing-power increase 
that they obtained in earlier strikes. Strikes aren't permanently declining. 
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The best way to attain the sweet things of life is to build yourself up to the 
opportunity. Farm JOURNAL places you in sound position to reach into the 
cookie jar of rural sales—those top-half counties in which the preponderance 
of America’s farm income is earned. FARM JouRNAL has more than 80% of its 
21 million circulation there. And to cap it off—gives you 500,000 more sub- 


scribers than any other rural magazine ... all of it where the big money is. 


E rim |) l WORLD'S LARGEST RURAL MAGAZINE 
uma GRAHAM PATTERSON, Publisher » PHILADELPHIA 5 
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Streamlined and idea-planned to get action 
...that’s Household. It puts 2,000,000 women 
subscribers and their menfolk ina mood that 
gets results. They deluge Household with 
letters— deluge dealers with orders. Yes, 
Household’s thoroughly balanced editorial 
material and 150 workable ideas per issue 
make it tops for reader action in America’s 
small city and town market. A market that 
supports 55% of all U.S. retailers. 

Thanks to its idea-planned contents, House- 
hold received 550,000 reader letters and 
requests last year...and one Household ad- 
vertiser got $9,000 in cash orders from a 
56 line advertisement! 

No wonder more and more alert advertisers 
are selling the small city and town market 
with Household. 


HOUSEHOLD 


A MAGAZINE OF ACTION Bhi Vecemlbiwen 


FOR SMALL CITIES AND TOWNS 
CAPPER PUBLICATIONS, 
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INC. 
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Reg. U.S. Pat. Off. 


Epiror’s Nore: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


A Formula for Lasting Peace 

Sir:—Taking away territory from Ger- 
many is not the way to a lasting peace, but 
the opposite. A general European settle- 
ment on the basis of the principles of the 
Atlantic Charter must be effected if per- 
manent peace is to be made possible. 

These principles include: no territorial 
aggrandizement; the right of all people to 
choose the form of government under 
which they will live; access on equal terms 
to the trade and raw materials of the world 
for all states, and all practicable measures 
to lighten the crushing burden of arma- 
ments. 

To date these principles have been fla- 
grantly violated. We repudiate the doctrine 
of collective or sole guilt for any race or 
people, condemn the punitive removal of 
German industrial plants that are not re- 
lated to the war industry and urge an early 
end to American and Allied occupation of 
Germany. 


Buffalo, N. Y. 





Ratrexw B. Commincs 


* * * 


Opposing Wagner Law 

Sir:—In your Editorial in The United 
States News of June 21, 1946, you said, 
“This writer never believed the day would 
come when he would find himself dis- 
cussing a repeal of the Wagner law.” 

Now there is the trouble with the coun- 
try today. Washington has been unable to 
see the results of such legislation, while we 
farmers out in these parts could easily see 
it years ago. Any law like that which is all 
one-sided cannot work successfully for 
long, especially when the power is given 
to large organizations which do not ap- 
preciate it, and which will surely grasp its 
provisions for their own use and benefit. 
When it was originally passed anyone with 
balance could readily see the results if he 
looked at it with impartial views. 
Sioux Falls, S. Dak. EES: 


Se & = 


President's Troubles Inherited? 

Sir:—I have just read your Editorial 
(U.S.N., July 5, 1946) on the veto power, 
and I agree with you. Mr. Truman has 
made some serious mistakes, but it seems 
to me that when criticizing him you should 
mention the fact that his predecessor made 
a great many mistakes and was so unfair 
to the little businessman and encouraged 
labor to be so domineering. And because of 
this fact, Mr. Truman has had more diffi- 
cult questions to decide. 


Dayton, Ohio IeDeD: 








Taxes are not paid 
with 
Bricks and Mortar 


However modern and efficient a 
closely-held or family business may be, 
the impact of estate taxes will ulti- 
mately be felt fully and perhaps de. 
structively—wnless liquid capital is 
available. 

The realization of this fact is one 
of many reasons why majority stock- 
holders in such enterprises have taken 
the necessary steps to meet inevitable 
contingencies. This has been true of 
many of the largest privately-owned 
enterprises as well as those of mod- 
erate size. It has been and is being 
accomplished, prudently and conserva- 
tively, by the distribution of part or 
all of the equity in the business to the 
investing public. 


Solving the Problem 

The eventual imposition of estate 
taxes is but one reason why those who 
control substantial enterprises may 
well consider the partial or complete 
sale of their ownership now. Other 
advantages, to company as well as 
owner, include the establishment of a 
market for the securities and better 
financial preparation for a future 
which is necessarily uncertain. 

As investment bankers with experi- 
ence in many such underwritings, in- 
volving many kinds of business in all 
parts of the country, we are in a posi- 
tion to discuss such a distribution accu- 
rately and informatively. A letter to 
one of our partners will prepare for 
such a conference, 


If you would like to review some 
of the financing which we have 
performed for many sound enter- 
prises in recent years, please send 
for our booklet “House Colors.” 


VAN ALSTYNE, 
NOEL & CO. 


Members 
New York Stock Exchange 
New York Curb Exchange 


_ 52 Wall Street, New York (5) 
1500 Walnut St., Philadelphia (2) 
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@ Speeding between Norfolk and the Virginia Seacoast and 
better Cincinnati, with convenient connections to the West, ‘*‘The 
future | Powhatan Arrow’, new Norfolk and Western all-coach 

i luxury streamliner, makes its daylight run on the fastest 
5 schedule ever established on the railway. 
x peri: : @ The new streamliner joins *‘The Pocahontas” and *‘The 
gs ine § Cavalier’ to expand the railroad's pas- 
ro senger service from the famous beach 
in all resorts, playgrounds and historic 
1 posi- shrines of Virginia, over the majestic 
Blue Ridge and Alleghany mountains, 
a aces through the vast coal fields of southern 
tter tO West Virginia and thence into the 
re for farmlands and teeming industrial 
centers of Ohio. 
@ Combining the last word in lux- 
urious comfort and cleanliness ‘‘The 
Powhatan Arrow’’, a reserved seat 
ome train, is distinctive throughout, with 
have spacious air-conditioned coaches, 
ater- beautifully appointed dining cars, 
roomy smoking compartments, and 
send congenial tavern-lounge cars. 
ors.” @ Travel on ‘‘The Powhatan Arrow”’ 
is safe, fast, comfortable, exciting 
- » - and economical. 
E, 
. 
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Federal was cited four 
times for its excellence in 
war production—building 
trucks of all types for the 
Armed Services. 


FEDERALS HAVE WON < « « 
By Costing Less to Kun! 


For 36 years Federal has been building 
trucks that have enjoyed an outstanding 
reputation for ruggedness, dependability, 
low upkeep cost, long life and bed-rock 
operating economy. 

Men in a position to judge—fleet owners, 
maintenance superintendents, service me- 
dispatchers 
MOTOR 


and drivers—have 
TRUCK CO. 


chanics, 
FEDERAL 


learned by keeping comparative cost 
records, checking lay-up time, servicing and 
running costs that Federal Trucks have those 
qualities of endurance, economy and rug- 
that 


ged _ ll-truck performance insure 


owner satisfaction. 
That’s why so many truck users now say: 
“Toss the Tough Jobs to Federal.” 

° DETROIT 9, MICHIGAN 


Since 1910...Known in Every Country—Sold on Every Continent 
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Mr. Spence’s Key Legislative Spot . . . War by Mr. Wherry 
On Price Control . . . Importance of Mr. Hamel’s Tax Opinions 


REPRESENTATIVE BRENT SPENCE is 
one % the quiet, hardworking members of 
Congress who hold key positions and un- 
pretentiously leave their imprint on na- 
tional legislation. Mr. Spence, a bulky, 
cordiat Kentuckian, is chairman of the 
House Committee on Banking and Cur- 
rency. It was his responsibility to obtain 
House approval of the British loan. Price- 
control legislation also passes through his 
hands. The war and postwar era, in fact, 
have brought a host of important problems 
and issues into Mr. Spence’s committee 


room. 

The British loan, which Mr. Spence re- 
gards as a sort of fundamental peace 
treaty, has been one of his more important 
headaches. 

Mr. Spence was very much discouraged 
on the day that the loan came up for con- 
sideration in the House. Behind him was a 
long period of committee hearings and 
committee bickering. This had ended with 
the bill in an obviously perilous position. 

On the opening day of debate, numerous 
members who usually are dependable sup- 
porters of Administration programs an- 
nounced they would not vote for the loan. 
Opposition arguments criticized Great Brit- 
ain for reasons that went back to events 
of Revolutionary War days. The White 
House and State Department, as worried 
as Mr. Spence, sought to apply their spe- 
cial pressures, supplemented by letters 
from President Truman and Secretary 
James F. Byrnes, urging approval of the 
loan as indispensable to the work of ar- 
ranging for the peace. 

A special worry concerned seeds of op- 
position sown by Jesse Jones, Texas bank- 
er, former Federal Loan Administrator and 
Secretary of Commerce. Although long on 
the outs with the Administration, Mr. 
Jones’s influence in Congress continues 
strong. He had opposed the loan, asserting 
that the British were almost sure to de- 
fault, and should be obliged to secure the 
loan by their holdings in American stocks, 
and pledge themselves to spend any 
overage on surplus American products. 
Many Congressmen were listening to Mr. 
Jones, 

Another source of worry was the British 
fumbling of the Palestine issue and refusal 
to arrange for the admission there of an- 
other 100,000 Jewish refugees as recom- 
mended by a joint Anglo-American com- 
mission. Members with large numbers of 
ag constituents were worried about 
that. 

The outlook for approval of the loan was 
dark, But then came a fall of manna in the 
form of votes cast by the citizens of Minne- 
sta. These votes ousted the isolationist 
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veteran member of the Senate, Henrik 
Shipstead, and nominated a forthright ad- 
vocate of international co-operation, Ed- 
ward J. Thye. Senator Shipstead had voted 
against the loan in the Senate and his ac- 
tion was an issue in the campaign. 

As the results of the Minnesota primary 
elections came in, members from the tra- 
ditionally isolationist Middle West, who 
had inclined to oppose the loan, recast 
their position and came to its support. At 
one point the rush to back the loan as- 
sumed bandwagon proportions. 

“The Minnesota elections,” says Mr. 
Spence in his usual unexaggerated fashion, 
“were very helpful.” 

Price controls. But, where price con- 
trols are concerned, Mr. Spence simply is 
up against too much opposition. He steered 
the original bill, extensively weakened by 
restrictive amendments, through — the 
House. He represented the House in 
House-Senate conferences that worked the 
measure into its final form—the form in 
which President Truman vetoed it. 

Then he was called upon to try again. 
A much emasculated bill, with controls 
over cattle, meat, dairy products and other 
important items removed, was passed on 
to him from the Senate. Mr. Spence saw 
little prospect of getting a better bill 
through the House. 

He says he always has favored keeping 
a reasonable control over prices, and, with 
OPA virtually scuttled, he obviously is 


—Harris & Ewing 


HOUSING HUDDLE: MR. WYATT & REPRESENTATIVE SPENCE 
. «. postwar assignments were full of headaches 


worried about the future of the price 
structure. 

“They can talk all they please about 
self-restraint in prices,” he says, “but it’s 
only the natural thing for a man to try to 
make what he can out of his business.” 

Other issues. Housing legislation also 
falls into Mr. Spence’s province. A bill is 
coming up to increase the funds of the 
Export-Import Bank, a measure involving 
many of the issues present in the British 
loan. Legislation to extend the life of the 
Reconstruction Finance Corp., which ex- 
pires otherwise early in 1947, must be con- 
sidered by his committee. Congress may 
adjourn within the next month, but Mr. 
Spence sees little prospect of winding up 
his committee’s affairs in that time. 

Kentuckian. Mr. Spence takes some 
pride in the fact that his family moved 
into the Kentucky district that he repre- 
sents in Revolutionary days and has stayed 
there ever since. In that area, the section 
of Kentucky across the Ohio from Cin- 
cinnati, Mr. Spence practiced law for many 
years. As a lawyer he frequently repre- 
sented municipalities in suits with public 
utilities over street-railway franchises and 
the like, and found that he didn’t “get 
along very well” with the utilities. 

For four years, he was a member of the 
State Legislature and for eight he served 
as city solicitor of Newport, Ky. In 1928 
he tried for Congress. He indorsed Alfred 
E. Smith for the Presidency and, as Mr. 
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—Justus in Minneapolis Star-Journal 


TIME OF EXCESSES 


Spence puts it, went down to defeat with 
him. With that election, Mr. Spence says 
he achieved the distinction of being the 
only Democrat ever defeated for election 
to Congress from that district. In 1930, he 
tried again. He was commended for his 
1928 loyalty to the ticket, and elected. 

Mr. Spence has been in Congress ever 
since. In each election he has had opposi- 
tion in both primary and general election, 
and this year is no exception. His friends 
in Kentucky tell him, however, that it is 
“inconsequential” and he obviously is not 
worried. 

In the House. As a member of the 
House, Mr. Spence has voted regularly for 
the Roosevelt and Truman programs. His 
district is such as would generally applaud 
New Deal aims. In part, the Covington and 
Newport area is highly industrialized and 
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—Talburt in Washington Daily News 
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strongly union. The remainder is agricul- 
tural, with tobacco the cash crop. Mr. 
Spence also supported the Roosevelt for- 
eign-relations program. 

His assignment to the Banking Commit- 
tee was more or less a random matter. It 
was the first offer of a place on a major 
committee to come his way. He had been 
vice president of a bank, but hardly con- 
sidered himself a banker. However, he 
thought the questions the Committee 
would handle might be interesting. It 
proved, however, a humdrum assignment. 
There was a flurry of activity in early 
New Deal days. Otherwise, there was 
little for the committee to do. There 
were long periods in which there was no 
necessity for meeting at all. Meanwhile, 
with the working of the congressional 
seniority system, Mr. Spence moved up- 





His second victory on the amendment 
came by such an emphatic vote that jt 
seems likely to stick. In addition the Sep. 
ate, at his urging, voted to exempt several 
other items, including milk and dairy prod. 
ucts, from price control. Thus, even jf 
OPA is revived, these and other restric. 
tions contained in the bill will leave the 
Government with but little power to hold 
prices in check. That suits Senator Wherry, 

His victory in the OPA fight calls atten- 
tion to a Senator whom many Republicans 
regard as a coming man in the party. By 
all accounts he is to continue active in 
Senate affairs, and in national politics as 
well. 

Nebraska businessman. Senator 
Wherry is a highly successful Nebraska 
businessman and lawyer. He grew up in 
that State, the son of pioneering parents, 


—Harris & Ewing 


SENATOR KENNETH S. WHERRY 
e «- an emphatic victory was likely to stick 


ward in the Committee ranking, . and 
finally became chairman. 

Postwar activity. The postwar era, 
however, has brought the Committee into 
prominence. Mr. Spence expects, in his 
unspectacular way, to be very busy at the 
center of a number of important controver- 
sies for months to come. 


Leader in Fight on OPA 
SENATOR KENNETH S. WHERRY 


now is Close to success in an old endeavor. 
Ever since he came to the Senate in 1943, 
Senator Wherry has applied his abundant, 
driving energy to curtailing OPA, particu- 
larly its powers to control the price of 
meat. Twice he has pushed through the 
Senate an amendment to remove ceilings 
from cattle, meat, poultry and eggs. 


After being graduated from the Univer- 
sity of Nebraska and spending a year at 
Harvard, he returned to Pawnee City, and 
immediately began attracting attention. 

In addition to practicing what he calls a 
“literate brand of law,” he became the 
bustling proprietor of a number of small 
businesses. He sold automobiles and farm 
implements. He was in the furniture busi- 
ness. He was an undertaker with embalm- 
ing licenses in four States and business es- 
tablishments in both Nebraska and Kansas. 
He had an auctioneering firm. He was 
interested in livestock (a fact that critics 
of his OPA attitude like to emphasize) and 
he was a farmer. He also found time vil- 
tually to run the county fair. 

Politics. In addition, Mr. Wherry was 
early in politics. He went into the State 
Senate to see if he couldn’t get some im- 
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provement in muddy roads that kept farm- 
ers away from his fair. He ran for Gov- 
ernor, unsuccessfully, and for the United 
States Senate, also unsuccessfully. Failing 
in both these campaigns, he became mayor 
of Pawnee City. 

But he also was a member of the Re- 

ublican State Central Committee, and in 
the late ’30s began imparting some of his 
own energy to the party organization. He 
worked down into the precincts and county 
units, and organized caravans of speakers 
who toured the State. The result was a con- 
siderable Republican success in 1940. 

This attracted the attention of the par- 
ty’s national headquarters. In 1941 and 
1942, Mr. Wherry was made Western man- 
ager for the Republican National Com- 
mittee. Then, in 1942, he finally won elec- 
tion to the Senate. In doing so he defeated 
that idol of the liberals, the veteran Sena- 
tor George W. Norris, in a three-cornered 
race. Senator Norris, Mr. Wherry says, 
“lent respectability to the New Deal.” 

Senator. In the Senate, Mr. Wherry 
was quick to ignore the tradition that a 
freshman Senator must sit at his desk and 
keep quiet. He was and is a frequent 
speechmaker. His oratory is blunt, direct 
and often heated. But he voted depend- 
ably with the party leadership on do- 
mestic matters, and by 1944 he had be- 
come the Senate’s minority whip. The 
job of the whip is to line up votes for 
the party’s program and see that party 
members are present when important votes 
are taken. 

Voting record. As a party-line Republi- 
can, Mr. Wherry opposed the New Deal 
legislation submitted by President Roose- 
velt and President Truman. He has sup- 
ported the Smith-Connally Act, and the 
Case bill, the Hobbs bill and other meas- 
ures that union labor considers harsh and 
unduly restrictive. He voted for the ex- 
tension of the Fair Employment Practice 
Committee. 

On OPA, he has been ready with re- 
strictive amendments whenever _ that 
agency came up for renewal. He opposed 
production subsidies, and himself intro- 
duced an amendment to give violators the 
right to contest the validity of OPA orders 
and regulations in the civil courts. He has 
sponsored amendments requiring that agri- 
cultural price ceilings cover production 
costs plus a reasonable profit. He opposed 
OPA ideas on controlling the price of hous- 
ing. 

In foreign affairs, Mr. Wherry’s record 
has been mixed. He comes from an area in 
which isolationism has been strong. The 
Senator voted against the Reciprocal 
Trade Act, the Bretton Woods Agree- 
ments, and the British loan. But, he sup- 
ported the United Nations Charter. 

Campaigner. Senator Wherry prob- 
ably will be heard from next in connection 
with the coming congressional campaigns, 
4s a speaker and party organizer. Repub- 
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ts a OeF-up 
that will Click, 
for YOU, too! 


; PRECISION PARTS and 
ASSEMBLIES PRODUCED 
COMPLETE UNDER ONE ROOF! 


“I’m an inspection foreman. When a part or assembly 
comes to my department, we check it to split-hair limits. 
With our 90,000 square feet of plant space, we’re equipped 

for any big volume production machining job, from engi- 
neering to final inspection. With an outfit this complete, 

we turn work out faster, with economies to 

you. Why not ’phone, write, or send prints \ ) 
to our Executive Sales Office for a tryout.” \ 


AERONAUTICAL PRODUCTS, Inc. 


Plant and General Offices: Washington Court House, Ohio 
































we have taken many steps to 
make your summer visits with us 
pleasant . . . cheerful, colorful 
new furniture in the lobby . 
showers that really work . . . air- 
conditioned dining rooms, Isn’t 
that doing something about the 
weather? . . . But to secure ac- 
commodations be sure to make 
reservations well in advance and 
please cancel should your trip 
be called off or postponed. 


Parker House 


A New England Institution 
Glenwood J. Sherrard, President 

















How to give Your Shop 
that “Quality Street” look... 


With ‘‘Hallowell’’ Shop Furniture of 
Steel, built sturdily for long, hard wear, 
you get an added dividend of good 
looks...it’s therefore easy for any 
shop if it so desires to have a ‘‘Quality 
Street”’ apgsosenen. Serviceable and 
handy at all times, ‘‘Hallowell’’ Shop 
Furniture of Steel is available in a 
number of outstanding ready-made 
styles with interchangeable shelves, 
drawers and cabinet units to allow 
widest range of choice. 

Write today for the ‘‘Hallowell’’ Catalog. 


“Unbrako’‘ and ‘‘Hallowell’’ products are 
sold entirely through distributors. 


OVER 43 YEARS IN BUSINESS 
STANDARD PRESSED STEEL CO. 


JENKINTOWN, PA. BOX 734 
Boston Chicago Detroit 
Indianapolis St. Louis San Francisce 




















75 














*% 
%, 


MILFOR... 
MR. MONAHANS 
LAWN MOWER 


It takes more millions, 
more men, machines and 
skill than you perhaps 
think, to take the squeak 
out of your grasscutter. 


LAST YEAR ALONE Cities Service’s seven 
refineries converted almost 62 million 
barrels of crude oil into finished petrol- 
eum products. 

2800 Cities Service tank cars travelled 
103,900,000 miles transporting fuels and 
lubricants WHERE and WHEN they 
were needed. 

Eighty mew oil wells were drilled at a 
cost close to 15 million dollars so that 
an endless stream of quality crude would 
enable Cities Service refineries to deliver | 
the derivatives of petroleum—lubricants 
for lawn mowers and railroads, factories 
and farms. 

The widespread facilities of Cities 
Service and the broad experience of its 
engineers are available for every lubrica- 
tion problem. Whether you operate a 
“mower” or make them—Cities Service 
can help you. 

CITIES SERVICE OIL Co.,60 WALL TOWER, 
New York 5, N. Y. In the South, | 
ARKANSAS FUEL OIL Co. 


CITIES ‘= 
SERVICE ovr mia 
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lican national headquarters is preparing 
an important campaign post for him. 





Tax-Refund Interpreter 
CHARLES D. HAMEL’S opinions are 


to become extremely important in de- 
termining whether a businessman is to re- 
ceive a refund on his excess-profits tax pay- 
ments of the last several years. Mr. Hamel, 
a distinguished tax attorney with many 
years of Washington experience, both in 
the Government and in private practice, is 
the chairman of the new 15-man Excess- 
Profits Tax Council. The Council will 
handle claims under Section 722 of the 
excess-profits tax law. 

This group, Mr. Hamel says, is to get 
into “active operations almost immedi- 
ately” in an effort to work out speedy 
methods of settling a large number of 
claims that have piled up over the years of 
the tax’s existence. They involve some 
15,000 claims for a total of $3,000,000,000. 
This stack is expected to grow eventually 
to 37,000 claims, totaling $8,000,000,000. 
By contrast, only $6,000,000 has been paid 
out so far under the relief provisions of the 
excess-profits tax. 

The law’‘s interpreters. It will be the 
job of Mr. Hamel and his associates to 
provide basic legal interpretations of the 
law in question, and formulate general 


-principles to govern the settlement of cases 


by others. 

Decentralization is to be the key to the 
settlement speed-up. Special committees 
are being established or have been set up 
in the Internal Revenue Bureau’s field 
offices. Their purpose is to reach voluntary 
agreements with the claimants, based on 
the Council’s interpretations and principles. 

A special group within the Council will 
review such voluntary settlements to make 
sure that they conform with established 
procedures. A second group will be assigned 
the task of working out agreements in dis- 
puted cases that the field agents are unable 
to settle. The Internal Revenue Bureau 
will consider the Council’s rulings final, and 
any appeals from its decisions will involve 
litigation before the Tax Court of the 
United States. 

The Council is to be automatically self- 
liquidating. It is to expire two years hence. 
By that time, however, the expectation is 
that its interpretations and guiding prin- 
ciples will have become so well established 
that excess-profits tax settlements can be 
carried out in routine fashion by the IRB. 

Mr. Hamel. The chairman of the Coun- 
cil first came to Washington 40 years ago 
as the secretary to a Senator. He studied 
law, and went on into legal work for the 
Interior Department. After a period of 
private practice, he became associated with 
the IRB in 1922. For two years, he was 
chairman of its Committee on Appeals and 
Review. 

Mr. Hamel then organized and was first 








The smart-looking Kirsten Cigarette 
Holder provides a cleaner, more 
healthful way to smoke cigarettes—for 
men... for women! 

By condensation, nicotine, tars and 
other throat-irritating residues are re- 
moved from cigarette smoke and 
deposited on the inside walls of the 
light-weight radiator . . . no messy 
filters to handle! 

With the built-in ramrod, the holder 
is easily and thoroughly cleaned... 
gun-barrel clean! There’s a quick- 
acting ejector, too! 






Kirsten Pipe Company 
Dept. 347, Seattle 










2 sizes 
long or short 





AMERICA’S MOST DISTINGUISHED 
CIGARETTE HOLDER 











In the very midst of all 
New York’s most stimu- 
lating activities, the 
Hotel Chatham retains 
a spirit of calm serenity 
which busy visitors find 


most appealing. Its 
large, pleasantrooms and 
suites, its thoughtful 
service, invite rest and 
relaxation. Three distinc- 
tive restaurants gratify- 
ing a variety of moods. 


Vanderbilt Ave-s 
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““Unforeseen events... need not change and shape the course of man’s affairs” 





CHILDREN SHOULD BE SEEN AND NOT HURT 








Too often a child is seen... too late. of responsibility adds to their responsibility. 
Each year more than 3,000 school children Do your part. Make a pledge to yourself to 

are killed, and 165,000 injured, by automobiles. drive carefully... alertly...safely...at all times. 

Each year grief and tragedy visit 168,000 homes. The wheel of your car is a wheel of chance. Handle 


This heartbreaking toll could be reduced if it with care. Maryland Casualty Company, Balti- 
drivers would only remember that a child’s lack = more 3, Md. 


ork 
Y. 
WS All forms of Casualty Insurance, Fidelity and Surety Bonds, for business, industry and the home, through 10,000 agents & brokers. 
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NOT SO FAST HECTOR, 
HERE IS SOMETHING 
YOU SHOULD READ! 














HERE ARE THE FACTS! 
ABOUT GRAYS HARBOR 
INDUSTRIAL LOCATIONS 


Resources include over 20 billion feet of tim- 


ber (official Governmental report) .. . an ex- 
panding fisheries activity . . . materials for a 
diversified, integrated industrial program that 
will provide year-round profitable production. 
Power is cheap, industrial water abundant, 


labor skilled and plentiful. 


Grays Harbor offers an industrial location 
where fabricating for plywood housing, wood 
plastics, furniture and other types of manufac- 
ture can be done economically . . . close to the 
source of basic materials. The processing of 
bio-chemical products, packaging of frozen 
fish and special types of seafoods is an expand- 
ing industry that is already paying handsome 
dividends to investors. Many other types of 
processing and manufacture will find pro- 
fitable opportunities awaiting them at Grays 
Harbor. 


Grays Harbor is accessible to domestic and 
world markets with three transcontinental 
railways, access to sea lanes from a great na- 
tural harbor, commercial airways and broad 
arterial highways. 


Investigate the detailed facts! Write for spe- 
cific information pertinent to your business 
... Or better yet, perhaps a personal representa- 
tive can help you with your problems while 
they are in the planning stage. 


— 7 seattle 
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chairman of the Board of U.S. Tax Ap- 
peals, which later became the Tax Court. 
He has served, too, as counsel to the Joint 
Congressional Committee on Internal 
Revenue Taxation. 

Thus, Mr. Hamel knows tax law, and is 
particularly well acquainted with the han- 
dling of tax appeals. He has been accus- 
tomed to looking at such questions from 
the Government’s point of view. This has 
led some observers to conclude that Mr. 
Hamel will be more inclined to toughness 
than lenity in the application of the ex- 
cess-profits tax. 

The Council, including Mr. Hamel, is 
composed of five men from IRB, five tax 
attorneys and five accountants. Its roster 
includes another former judge of the Tax 
Court, Charles P. Smith; Donald Myrick 
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MR. HAMEL 
. « - how tough is his council? 


of San Bernardino, Calif., who received an 
Army citation for exceptional services as 
a wartime renegotiation consultant; R. 
Clifford Hall, Washington economist and 
head of IRB’s business and industrial re- 
search division; Eric L. Kohler of Chicago, 
an accountant and former head of the fi- 
nance department of the Tennessee Valley 
Authority, and Charles B. Johnston of the 
Treasury and IRB’s legal staff. 

Test cases. The first work of the Coun- 
cil is to be the selection of a series of test 
cases, involving issues contained in large 
numbers of the claims that await settle- 
ment, or issues that have proved particu- 
larly troublesome in the past. The Coun- 
cil’s decisions in these cases are to be used 
as precedent and as guides in the adjust- 
ment of other cases by the IRB field 
agents. 

Businessmen with excess-profits tax re- 
funds pending will be watching these early 
decisions to see just how tough the new 
Council is going to be. . 
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Advertising in The United 
States News is NEWS. ... 
The management staffs, the 
production staffs, the men 
of science, engineering, 
sales, distribution, finance, 
transportation — these men 
are cover-to-cover readers 
because they must keep in- 
formed on national trends, 


The United States News 
30 Rockefeller Plaza, New York 





Changes of Address 


Notice of change of address 
should be sent not less than 
two weeks prior to the date 








change becomes effective. 
Send the address at which 
copies are now being received 
and the new address at which 
you wish to receive copies. 
The United States News 
24th & N Sts., N. W., Washington 7, D. ¢. 
CUT YOUR OWN STENCILS 
FOR MARKING SHIPMENTS... 
Machines cut: 1/2”, 3/4”, 1”. For details, . 


sample stencils, prices, pin this to busi- & 
ness letterhead with your name. 











MARSH STENCIL 
MACHINE CO. 
61 MARSH BLDG., BELLEVILLE, ILL., U.S.A 
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They split the atom 


eeebut they couldn’t divide the 


When a group of distinguished scien- 
tists lunched together recently, all 
went well until these men, who could 
take the atom apart, tried to split the 
check properly among themselves. They 
failed—even as you and I—until the 
waiter came to their rescue. He was the 
only man among them with the prac- 
tical “know-how” in check splitting, 
SCIENCE has always looked to In- 
dustry to supply the bridge from 
theory to the practical. 


The war demonstrated that there 
is no longer any reason why great 
scientific discoveries should remain 
for long in the theoretical stage. 


Ue.GENERAL 


That is why The General Tire & 
Rubber Company, through its sub- 
sidiaries in six states, has embarked 
On a unique program in the realm of 
pure science to produce improved 
products in many fields and help 
create new ones. 


In cooperation with the Science 
Departments of five great American 
Universities, we are sponsoring re- 
search and providing the proving 
ground for important experiments 
in such diverse fields as: organic 
and inorganic chemistry, physics 
and astro-physics, aero-dynamics, 
meteorology, jet propulsion, elec- 
tronics, radio and television. 


lunch check 


For example, Aerojet Engineering 
Corporation, a General Tire sub- 
sidiary, and the General Tire and 
Rubber Company of California, 
working with eminent scientists of 
the California Institute of Technol- 
ogy, have carried rocket power re- 
search far beyond its war-time peak. 
Applications have been made that 
contribute to the progress and 
safety of aviation as well as marine 
and rail transportation. Vastly im- 
proved accuracy in weather fore- 
casting is an important by-product 
possibility. Its potential value to 
agriculture, transportation and 
retail trade is estimated at a billion 
dollars a year. 


TIRE & RUBBER COMPANY 


AKRON, OHIO 


Other Domestic Plants af: Wabash, Indiana (Mechanical Goods) * Pasadena and Azusa, California (Aerojet Engineering Corporation) 
Cuyahoga Falls, Ohio * Waco and Baytown, Texas * Jeannette, Pennsylvania * Barnesville, Georgia 
Foreign Plants in: Mexico (2) ¢ Chile * Venezuela © Portugal 











Speedliners 


; eam OtympIAN HiawaTuas, as these brand new Mil- 
waukee Road trains will be called, are to be placed 
in transcontinental service early next year between 
Chicago-Milwaukee and Seattle-Tacoma. 

Details of appointments and interior design have not 
yet been fixed. Thus The Milwaukee Road can take the 
fullest advantage of new materials and devices which 
may be made available in the coming months. Mean- 
time, work on the advanced-type trucks and car bodies 
is going steadily forward at the Road’s modern manu- 
facturing plant at Milwaukee, Wisconsin, where the 
equipment for the famous daytime H1iawaTHas was 


THE MILWAUKEE Roap 


Only railroad all the way between Chicago and the Pacific north coast 


six transcontinental 


built. Construction of the all-room sleeping cars is under 
way in the Pullman shops. 

In designing and building the OLymp1an H1awarTuas, 
The Milwaukee Road has drawn upon its long expeti- 
ence in operating transcontinental and super-speed trains, 
as well as upon the suggestions offered by thousands of 
passengers. We are confident the new units will take a 
distinguished place among the fine Milwaukee Road 
trains which, over the years, have made so many bril- 








liant contributions to rail progress. 
F. N. Hicks, Passenger Traffic Man- 


ager, Union Station, Chicago 6, III. 
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‘AT THE CROSSROADS: 
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Official Report on Production, 
Employment and Stabilization 


Trends in Food, Clothing, Housing, 
Veterans’ Affairs, Fiscal Policy 
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(Following is full text of the quarterly report of the Office of War Mobilization and 
Reconversion, submitted to President Truman by Director John R. Steelman, who states 
he prepared it with the advice and assistance of his recent predecessor, John W. Snyder) 


PART ONE—PRODUCTION AND STABILIZATION 


I. THE CHALLENGE OF PRICE CONTROL But today, we are threatened with the loss of the controls 
In the year since the nation began to reconvert from war to which we have used to maintain stabilization and to protect 
peace, two inseparable objectives have dominated the economy production. We stand at a crossroads; we must choose now 
—production and stabilization. We have made good progress whether we shall move forward through the final stages of 
on both: reconversion with effective price and wage controls, or 
Total production of goods and services stands at the whether we are prepared to take the risk of abandoning 
highest point in peacetime history. Production of over-the- such controls at a time when supply and demand still are 
counter consumer goods for the first half of 1946 was the radically out of balance. 
highest in either peace or war. (See chart, Production for After World War I, we came to this same crossroads and 
Consumers and Business Peak.) [Page 101.] took the wrong turning. We have managed things better this 
Up to the time when the Price Control Act expired, time, and our production has increased far more rapidly under 
stabilization of the economy had been successful within the price controls than it did after the last war when all controls 
broad patterns laid down by national policy. Some ground were removed. 


had been lost, but it was never considered possible or 
desirable to hold an inflexible line indefinitely against the 


The Threat of Inflation 


upward pressure of prices and wages. Certainly, up to This Office and other agencies of the Government have 

June $0, runaway inflation had been prevented. warned repeatedly that inflation can interrupt the sustained 

These two all-important objectives have been pressed in the high volume of production which is the nation’s basic need. 
face of extreme difficulty. Labor-management disputes have Steadily rising and sustained production requires: an assured 
tied up basic industries at crucial points in the development supply of labor at foreseeable cost, an assured supply of ma- 
of the production program. They have caused serious and terials at foreseeable cost, and an assured market for the 
imeplaceable losses of production. Shortages of materials and products of industry. Under stabilized prices we are guaranteed 
components have been aggravated by such disputes and, even all three of these necessities—labor, materials, and markets. 
without tie-ups, would have hampered the smooth accelera- Under rapidly rising prices—which we would certainly have 
tion of production. without adequate price control—we are guaranteed none. 

But the vigor of the economy, the drive of the whole people Rapidly rising prices inevitably bring demands for higher 
toward accomplishment of higher production, has overcome wages—strikes—and interruption of the work schedules. 
these obstacles. At the end of the second quarter, we stand in Rapidly rising costs of materials inevitably bring competitive 
such a position that we have the opportunity within the next and pre-emptive buying, inventory accumulation and specula- 
year of eliminating most of the war-born shortages that still tion, thus generating artificial shortages to aggravate already 
plague us—and of achieving stabilization with adequate and existing shortages of the things that industry must have. 
sustained production rather than through emergency controls. Rapidly rising cost of living inevitably results in the dissi- 
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pation of the incomes and savings of the people for the pur- 
chase of food, shelter, and other necessities, leaving them un- 
able to buy their share of the other products of industry. This 
inability to buy, combined with the unwillingness to pay un- 
reasonable prices, causes a curtailment of markets. Similarly, 
rapidly rising costs of construction reduce business investment. 
The inevitable result is a sharp depression like that we suf- 
fered after the first World War. 

There is every evidence that the American people—the 
majority of consumers and businessmen alike—understand 
these facts and have made their decision in favor of the 
continuance of adequate price control as long as inflation 
threatens. But we have recently faced the danger that, 
while wanting price control, the people might be given a 
law that paid only lip-service to control. 

As the President cogently said in refusing to approve the re- 
cently completed price-control bill: “If this bill were allowed 
to become law, the American people would believe that they 
were protected by a workable price-control law. But they 
would not be protected, and they would soon come to a bitter 
realization of that truth. It is only fair to tell them the facts 
now.” 

It is necessary, in fact, to the functioning of our democratic 
system that the people have the facts now—now, when the de- 
cision is to be made. From this crossroads there will be no turn- 
ing back. A mistake in direction at this time would be both 
costly and irretrievable. 


WORKABLE PRICE CONTROL 


The President’s action has provided the necessary opportunity 
for reconsideration of our price-control policies; and his message 
to the Congress has thrown badly needed light on the true na- 
ture of price control—what it is and what it is not. As his 
message clearly states, a workable price-control Jaw must meas- 
ure up to certain minimum requirements. 


It Must Control Prices 
A workable price-control law must be able actually to 
control prices. It must give the Government clear authority 
to prevent all unnecessary price rises while the inflationary 
threat hovers over the economy. 


“Unnecessary” price rises, during this emergency period, 
may be defined as all price rises not necessary, first, to com- 
pensate on an industry-wide basis for increased costs of produc- 
tion, second, to eliminate the unjust hardships which general 
price ceilings inevitably impose in some individual businesses, 
or third, to stimulate the production of badly needed short 
items, the lack of which is hampering the nation’s production 
effort or causing serious deprivations at home or abroad. 

The cornerstone of workable price control is a system of 
stable industry-wide product-by-product price ceilings designed 
to protect the purchaser—whether he be the ultimate consumer 
or a manufacturer, wholesaler, or retailer along the chain of 
supply. Even though some costs rise in an industry, it is still 
possible to maintain these product-by-product ceilings in 
relatively stable condition without any inequity if other costs 
are low enough to permit generous profits Although most 
businessmen must pay more for labor and materials, many 
pay less in merchandising expenses; overhead may be low in 
relation to volume of sales; or previous price ceilings may be 
sufficient to cover in whole or in part the increase in costs. 

This principle of cost absorption is utterly essential to the 
maintenance of price control. If every cost increase throughout 
our industrial structure were to result in rigidly equivalent 
price increases, we should have not price control, but price 
chaos. The increased cost of producing a single basic material, 
such as coal or steel, would literally result in hundreds of 
thousands of individual price adjustments throughout the 
industrial chain, and the ultimate consumer would be on the 
receiving end of every single adjustment that was made any- 
where. Such a system would be the negation of price control— 
legalized inflation. 
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The primary aim of price control is—and must inevitably 
be—to protect the living costs of the consumer and the 
operating costs of the producer, not to guarantee a fixed 
piece-by-piece profit to the businessman on every item that 
he handles. 

The corollary of this rule is that hardships to the individual 
businessman must be guarded against by Government action 
on a case-by-case basis. No American business need be deprived 
of fair profit by our stabilization program. A large proportion 
of the nearly 20,000 individual price increases already granted 
in 1946 were designed to relieve hardship cases. The speed 
with which these increases are granted has steadily improved. 
Legitimate applications for adjustments are quickly granted. 

These individual adjustments under industry-wide price 
ceilings add up to a tremendous administrative labor, but they 
are as nothing compared to the suggested alternative: the 
impossible task of reviewing the continual alternations of 
tens of millions of individual price ceilings self-set by the 
nation’s half million separate business enterprises. 

Price control must not remove the incentive to produce; 
if it reduced output of needed products, it would defeat its 
own stabilization objective. The Office of Price Administration 
has been increasingly alert to this requirement of its job and 
has granted thousands of incentive price rises since V-J Day. 
In dealing with shortages, however, the cause of stabilization 
is often better served by direct subsidy payments than by 
higher price ceilings. The subsidy is an indispensable emergency 
weapon in the fight against inflation. 


It Must Be Administrable 
A workable price-control law must be administrable. Ob- 
viously a law that was admirable in its every: other feature 
would still be a liability and a fraud if it were practicably 
unenforceable. 


No conceivable Government agency could set out to study 
and pass upon the profit earned by each businessman in the 
country on each separate item that he handled during a period 
when costs were continually rising. As explained above, the only 
workable price-control method is to fix product ceilings on an 
industry-wide basis and deal with hardship cases individually. 


It Must Be Fair 
A workable price-control law must be fair. Any such law 
acceptable to Americans must deal equitably with all seg- 
ments of the economy. It must not favor producers at the 
expense of consumers or vice versa. It must not favor one 
producer or businessman at the expense of others. 

It is extremely undesirable that a piece of emergency legisla- 
tion written by the Congress should single out individual inter- 
ests for special treatment. Such favoritism is un-American, and 
it would tend to bring discredit upon the whole stabilization 
program. 


It Must Be Flexible 

A workable price-control law must be flexible. Neither the 
upward adjustment of specific ceilings nor the final decon- 
trol of specific commodities can safely be legislated in ad- 
vance, because the supply-demand position and other rele- 
vant factors in specific industries cannot be predicted with 
sufficient accuracy. On the other hand, it is eminently de- 
sirable that the Congress establish national policies of price 
adjustment and decontrol and create such supervisory com- 
mittees or boards, as it deems necessary to carry them out. 


The Office of Price Administration would welcome such policy 
assistance. The Office has not been slow to raise price ceilings 
or remove them entirely when conditions warranted. Already 
this year more than 600 industry-wide price increases have been 
granted, 400 of them in the second quarter. Prices of basic com- 
modities have risen at the rate of 1 per cent a month since 
February, and wholesale prices have increased somewhat more. 
It does not appear likely that prices could be allowed to im- 
crease much faster than this without endangering our whole 
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stabilization program. As for decontrol, ceilings have been re- 
moved from tens of thousands of individual items since V-J 
Day, representing close to 15 per cent by value of all items 
which were under control. Few of these decontrolled products 
have been important ones, but it is virtually impossible to find 
important products today that are in supply-demand balance. 
Decontrol, of course will proceed at an accelerated rate as pro- 
duction catches up with demand; but it is hard to see how it 
could have proceeded much more rapidly up to this time. 


The Danger to Stabilization 

These, then, are the essentials of workable price control; 
that it prevent unnecessary price rises, that it be admin- 
istrable, that it be fair, that it be flexible. An extension for 
one year of the Office of Price Administration with these 
essential powers is of crucial importance to our recon- 
version effort. Every day that passes, now, without a law 
on the books increases the danger that our price-ceiling 
structure will be shattered beyond repair and that the 
ground we have so laboriously won against inflation will 
be irretrievably lost. 


The Government will, of course, use all of its authorized 
powers to enforce the national stabilization policy. But fiscal 
and monetary devices are limited in their scope. They must 
be buttressed by an adequate price-control measure of the 
type requested by the President if we are to progress to the 
prosperous future to which the nation aspires and which it 
has every right to expect. 


Il, FISCAL AND MONETARY POLICY 


Without price control, other powers of the Government would 
be inadequate to stabilize the economy under present abnormal 
conditions. But if price control is in effect, it can be aided 
powerfully by other weapons aimed chiefly at reducing exces- 
sive demand. Dominant among these must be such fiscal and 
monetary policies as: 

1. Curtailment of public expenditures. 
2. Anti-inflationary tax and debt policies. 
3. Strict control of private credit expansion. 


Federal Expenditures. 


So long as total demand is excessive, federal expenditures, 
like other expenditures, contribute to the inflationary pressure. 
Federal expenditures have declined sharply since V-J Day; that 
decline has released men and facilities to produce for the private 
market. It is important that the decline continue, in order that 
more men may be released to produce goods for the private 
market, and in order that during this period of excessive pur- 
chasing power federal expenditures may not unduly swell private 
income and private expenditures. The present situation calls 
for re-examination of proposed expenditures. But in restricting 
federal expenditures, great care must be used that essential 
public services are not crippled. 

In his budget message of last January, the President esti- 
mated that federal expenditures during fiscal 1947 would total 
$35.8 billions. During succeeding ‘months, that estimate has 
been scaled upward by between 10 and 15 per cent, mainly 
because of upward revisions in estimates of Army and Navy 
expenditures, expansion of veterans’ programs, legislation pro- 
viding for increased military and civilian Government wages 
and salaries, and deferral into 1947 of some items earlier 
expected to appear in 1946. 

Examination of projected expenditures suggests several 
significant facts: 

(a) of the total budget, $6.5 billion, or about one sixth, 
is for contractual obligations (interest and refunds) and 
is not subject to variation. 
(b) of the remainder, not far from one half are antici- 
pated expenditures by the War and Navy departments. 
(c) the proposed expenditures for the operation of the 
legislative, judicial, and all nonwar executive agencies 
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total a little more than 2 billion, or 6 per cent of total 

expenditures. 

To date, the movement for economy has focused on the opera- 
tion of the civilian executive agencies. Here, as elsewhere, 
economy which does not cripple essential functions is desirable. 
But it is worth noting that expenditures for this purpose con- 
stitute only slightly more than one twentieth of total expendi- 
tures. No possible economy in them can achieve major savings 
or materially lessen the inflationary impact of federal expendi- 
tures upon the economic system. Major economies, if any are 
to come, must be sought elsewhere. 

Proposed expenditures for public works, an even smaller 
component of the total, have been sharply restricted. Neverthe- 
less, in the present situation, some further economy may be 
possible in the public-works programs. 

Postponement of public-works activity is important for two 
reasons, of which one is that some types of projects, notably the 
construction of buildings, require critically scarce materials 
which could otherwise be used in production to meet private 
demand. The Civilian Production Administration is screening 
certain public as well as all private projects involving the erec- 
tion of structures, in order to prevent the use of critical mate- 
rials in structural projects which are deferrable. However, this 
review covers only a fraction of all federal public works projects. 
All nonstructural projects, and structural projects of the Army, 
the Navy, and the Veterans’ Administration, have been excluded 
from this review. 

However, in an inflationary situation, as at present, the 
need for postponement of public-works activity is far deeper 
than the mere prevention of competition for certain specified 
scarce materials. In some localities, public-works projects of 
any sort will increase inflationary pressures by compelling the 
construction of added houses or by necessitating extension 
of local public utilities which require critical materials. In 
other areas, public works will compete directly for man power 
which would otherwise be engaged in producing vitally needed 
materials. But even where neither situation exists, in an economy 
in which over-all demand exceeds total available output, any 
increase in expenditures increases inflationary pressures. All 
projects which are not urgently needed should be deferred, 
whether or not they compete specifically for scarce materials 
or labor. 

At the request of my predecessor, Mr. John W. Snyder, 
and that of the National Housing Administrator, the Civilian 
Production Administrator has created an Interagency Con- 
struction Co-ordinating Committee, whose purpose is_ to 
examine all federal public-works programs in order that a 
determination may be made as to what portions of such 
programs may be deferred. 

Deferment of projects, in addition to lessening inflationary 
pressures now, will have the advantageous result of causing 
the accumulations of plans which can be carried out promptly 
at a later date, when expansion of public-works activity will 
be desirable. It is a sound principle of fiscal policy that varia- 
tions in public construction activity should compensate so 
far as possible for variations in private construction. When 
private construction and private business activity as a whole 
are at a high level, public projects should be deferred as far 
as possible, in order that they may be carried out at a time when 
the private demand for labor is slack. 

In this field, as in general government, we must be careful in 
curtailing expenditures not to cripple vital programs. Some 
projects must go ahead. Some are urgent for the public health 
and safety, or to -prevent serious impairment of the necessary 
functioning of public agencies. Others are essential to facilitate 
private output. The reduction below presently proposed levels 
cannot be large in relation to the total budget, because the 
proposed total of public works is not large. But such reduc- 
tion as is possible should be achieved. 

Public-works planning, however, must go forward. 

If a major cut in the inflationary impact of federal expendi- 
tures is to be sought, expenditure plans of the Army and Navy 
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—45 per cent of all proposed expenditures other than interest 
and refunds—must be re-examined in the light of the present 
need for anti-inflationary action. 

We must not hamper the present operations of the armed 
forces, who are fulfilling international obligations essential to 
the advancement of American interests and to progress toward 
lasting world peace. Economy may be possible, however, with- 
out interfering with this function. Somewhat less than three 
fourths of anticipated Army-Navy expenditures will be financed 
from new appropriatons, more than one fourth out of the 
available balances of funds appropriated during war years. Of 
these expenditures, two fifths are for the pay, subsistence, cloth- 
ing, training, travel, and welfare of military personnel; three 
fifths for other purposes. It is to be hoped not only that many 
expenditures which must be made can be postponed, in order 
to relieve their inflationary pressure, but also that the merger 
of the military and naval departments, which the President 
has repeatedly urged, can achieve economies by the elimination 
of duplicating expenditures. 


Other Programs 

The opportunity for economy in remaining classes of expen- 
ditures is far less. No one, I think, will propose curtailment of 
expenditures needed for the veterans’ programs, or of the meas- 
ures to stimulate housing construction. Proposed expenditures 
for social security and payments into retirement funds are in 
accord with long-range legislative commitments. Proposed aids 
to agriculture are part of an integrated program to increase the 
efficiency of agricultural output. 

Finally, the outlays under the heading of international finance 
are loans, not expenditures in the usual sense. They should 
be made in accord with the American program to promote world 
peace and stability. The relevant point, so far as inflationary 
pressures are involved, is not the dollar sums, but the amount 
of expenditure for American products which will result. This will 
be controlled by the availability of goods, and so long as the 
goods desired are scarce, not all loaned funds available for spend- 
ing in the United States will be spent. 


Tax and Debt Policy 


The goal of federal tax policy at this time must be, within 
the limits of equity, to obtain maximum revenues, in order to 
balance federal expenditures, retire federal debt, and, by 
siphoning off private income, reduce the pressure of excess 
demand. In the effect of fiscal policy upon inflationary condi- 
tions, taxes are a companion weapon to reduced expenditures. 
Their effect in curtailing total purchasing power should not 
be overlooked. Each dollar’s reduction of the current deficit 
and each dollar’s increase in a budget surplus, if one is attained, 
is a dollar’s reduction in inflationary pressure. 

The Secretary of the Treasury has expressed the hope, in 
which I concur, that an excess of revenues over expenditures 
can be achieved, so that debt reduction out of current revenues 
can be carried forward. During the past six months, the 
federal debt has been reduced, even though current expendi- 
tures havé been in excess of current tax receipts. This debt 
reduction has been possible by the use of cash balances 
accumulated during the war. The accumulation of a surplus 
from current revenues, which will permit its continuation, is 
highly desirable. 

Even though some part of the public debt may be retired 
as it comes due, most will be replaced by new issues. To the 
maximum possible extent, in this refinancing, securities held 
by commercial banks should be replaced by sales to individuals. 
Every penny of income saved and put into bond purchases is 
a penny which will not add to inflationary pressures in the 
market for goods. The savings-bond sales campaign must be 
continued with full vigor. 


Credit Control 


Inflationary pressure is exerted, not only by expenditures out 
of current income or out of accumulated savings, but also by 
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the extension of credit, which augments total purchasing power, 
For this reason, it is important for the protection of consumers 
themselves that controls over the extension of consumer credit 
be continued and rigidly enforced. 

It is important too that commercial banks do not add to in- 
flationary pressures by expanding the volume of their loans, 
The Federal Reserve System has already taken one step which 
will have some effect in discouraging undue credit expansion. 
During the war it has been possible for member banks of the 
Federal Reserve System to borrow from Federal Reserve Banks 
on the security of federal obligations at an interest rate of one 
half of 1 per cent. Under present circumstances this low interest 
rate would encourage borrowing for the purpose of enabling the 
member bank in turn to extend credit. Since too-free expansion 
of credit by the banking system could be inflationary, the ter- 
mination of this preferential discount rate in April was a coun- 
terinflationary action. 

The Board of Governors of the Federal Reserve System has 
recently transmitted to the Congress for consideration three 
proposals for additional controls over commercial bank credit, 
to be used if needed. Measures which will clearly grant adequate 
power deserve favorable consideration. 

Because the market for federal securities is so important in 
maintaining stability of credit conditions, it should be noted 
that the Government is pledged to maintain reasonable stability 
in the federal bond market. On the occasion of approving termi- 
nation of the preferential discount rate, the Board of Goy- 
ernors of the Federal Reserve System said: “The Board does 
not favor a higher level of interest rates on U.S. securities than 
the Government is now paying.” The added powers which the 
Board of Governors has suggested to the Congress for its con- 
sideration are intended in part to enable the Federal Reserve 
System to insure under all contingencies the stability of the 
market for federal securities, without impairment of control of 
bank credit expansion. 

These measures to restrain inflationary demand should be 
coupled with measures discussed elsewhere in this and in 
previous reports of this Office, to allocate scarce materials and 
to speed the flow of peacetime output. If this is done, and if 
at the same time adequate price control restrains the surge of 
inflationary pressures, the economy can move forward on an 
even keel to full peacetime prosperity. A great deal of determined 
effort must yet be exerted, in order that we can be certain of 
the outcome. 


Ill. THE PRODUCTION RECORD 


Progress in Production 

Although faced with severe handicaps during the second 
quarter of this year, the nation’s productive machinery con- 
tinued to turn out goods in record peacetime volume. The fail- 
ure of management and labor in a number of industries to reach 
new wage agreements without strikes resulted in work stoppages 
which had, and for months will continue to have, a retarding 
effect upon production. In spite of these setbacks, the flow of 
goods and services to private buyers rose above the level of the 
first quarter of this year, and, according to preliminary data 
now available, was higher at the end of the quarter than at the 
beginning. 

Since the end of the war, the volume of goods available to 
private buyers has been rising consistently. However, total out- 
put of the civilian economy, including Government purchases, 
declined somewhat between V-J Day and the end of 1945, as 
the Government canceled war contracts. The first quarter of 
1946 saw the end of this decline. During the first three months 
of this year the total output of the civilian economy*—both 
public and private, including services—was at an annual rate 
of $167 billion. During the second quarter, it rose by $7 billion, 
to an estimated rate of $174 billion. This increase in the value 
of output was due at least in part to price rises. (See chart, 
Production Up.) [Page 100.] 





*Excludes military pay rolls and interest payments by the Federal Govern- 
ment. See table, The Nation's Output [Page 86.] 
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The Federal Reserve index of the physical volume of in- 
dustrial production, which had averaged 160 for the first 
three months of this year (1935-39100), rose to 165 in the 
second quarter. In spite of the sharp reduction in steel and 
coal production, and the resulting shortages of steel products, 
output of passenger automobiles and some other types of 
durable consumer goods, such as gas ranges, washing machines, 
electric irons and vacuum cleaners, increased markedly over 
their first-quarter levels. Among nondurable goods, production 
of flour and flour products and of alcoholic beverages was 
curtailed because of shortages of grain requirements for 
famine-relief shipments, but almost all other production held up. 

Except for a small fraction which remained in the hands 
of the producers, the nation’s total output of goods and services 
was of course purchased by four groups: by Government, by 
consumers, and by business and foreign buyers. 

Government purchases and pay rolls fell only slightly from 
the first quarter. The sharp decline in purchases for military 
use which had occurred during preceding quarters came almost 
to an end; purchases and pay rolls of military agencies fell 
only slightly, from a rate of $17 billion per year to $16 billion. 

Consumers’ purchases, however, rose by $2 billion, to a rate 
of about $122 billion. Since this rise may have been wholly 
due to price rises, the volume of goods and services purchased 
by consumers showed little change. However, purchases of 
one type of goods—durable goods—rose considerably. 

The increase in output between the two quarters was largely 
taken by business buyers. Exports, the flow of goods into busi- 
ness inventories, and purchases of durable equipment by business 
firms, a: rose. The greatest rise, however, was in private con- 
struction. The physical volume of construction increased by one 
half between the first and second quarters. The fruits of this 
construction activity are not yet ready to be plucked, however; 
much of the increased activity represents structures begun but 
not yet completed. 

During both quarters total output of the civilian economy 
was at a record peacetime level. At 1941 prices, it would have 
been valued at above $125 billion—higher than the highest pre- 
Pearl Harbor quarter and well above the 1941 total of $118 
billion. The share of output available for civilian use was also 
at record levels. 


=. 


Why Goods Are Scarce 


The rate of consumer purchases during the first half of 1946 
was the highest ever attained in this country. Department-store 
sales, for instance, were double those of the same period in 1941. 
Other retail outlets reported similar and, in some instances, even 
higher increases. It is clear—even after allowances are made for 
price increases—that shoppers so far this year have carried 
home a bigger bundle of goods than they were ever able to buy 
in any six peacetime months. 

Yet, despite their record purchases, individual shoppers 
could not find all the things they wanted and could afford. 
After six months of unprecedented output, consumers still 
continue to encounter shortages on almost every hand. A 
number of factors have combined to create this phenomenon 
of scarcity in the midst of record production. 

During the last weeks of the second quarter, there was a 
growing tendency among producers to withhold considerable 
quantities of goods because of the uncertainty over continuance 
of price control. This temporary factor has aggravated the 
situation. Inventory fill-up also has diminished supply to 
consumers. 

The rise of production to new heights has not been even. 
Shortages of many commodities are particularly acute because 
their production is still well below the previous peacetime 
peaks of 1941. This is especially true of durable goods. (See 
chart, Trends in Supply: Consumer Items.) [Page 101]. The 
Federal Reserve indexes show that the rate of productive 
activity in the durable-goods industries—producer as well as 
consumer goods—was about 13 per cent below the 1941 
average during the first half of 1946. Even in May, automobile 
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production was 51 per cent below the 1941 rate and refrigerators 
37 per cent below. The Federal Reserve index, however, shows 
that in the nondurable goods industries, on the whole, produc- 
tion was 15 per cent above the 1941 level. Mining output— 
despite the coal strike and lead and copper-mine shutdowns 
—was 4 per cent above 1941. The Department of Agriculture 
has estimated that farm production in 1946 will be 16 per cent 
greater than in 1941. 

Where supply is running ahead of previous peacetime peaks 
there is abundant evidence that prewar years are forever obso- 
lete as a measure of the requirements of today and the future. 
Not only are there more people—more consumers—in the United 
States than before the war, but more people are working and 
receiving higher incomes than ever before in peacetime. Since 
1941 the nation’s population has increased by 5 per cent; the 
number of persons employed has risen by 10 per cent. 

Total income payments during the first quarter of 1946 aver- 
aged more than $12.7 billion—90 per cent above the $6.8 bil- 
lion of early 1941 and 65 per cent above the $7.7 billion which 
was the monthly average for that year. Since the price of goods 
and services has on the average not risen by 90 per cent, or even 
by 65 per cent, purchasing power in terms of goods has greatly 
increased. More people can now afford more goods and better 
goods than they could during the prewar years. Their day-to- 
day expenditures are higher than ever before. As quickly as 
goods reach the retail stores they are swept from the shelves. 
The following comparison of prewar and postwar food con- 
sumption, which would be even more dramatic if the American 
people were not shipping tremendc:is quantities of food to the 
starving in Europe and Asia, illustrates the inadequacy of 1941 
rates as a measure of today’s demand. 


Per Capita Civilian Food Consumption 


1941 1946 Percentage 
(Prewar peak) (est.) Change 
Meat 141.4 Ibs. 147.0 lbs. + 40 


Cheese 6.0 " 6.5 " + 83 
Butter (farm and factory) 15.9 " 10.0 " —37.1 
Fluid milk $51.0 “ 454.0 " +293 
Ice cream $3.3 " $7.5 “ $12.6 
Fresh vegetables 241.0 " 261.0 " + 83 
Canned vegetables 38.6 " 41.0 " + 62 

to 43.0 " to -+11.4 


All foods (index, 1935-39=100) 


108 per cent 114 per cent 


+ 65 

Not only is consumer demand far above 1941 rates; other 
kinds of demand are in excess of supply. Businessmen want 
larger supplies to replenish inventories which are too low to 
care for the postwar volume of sales. Export demands are high. 

Shortages will continue for the rest of this year. Without any 
question, the inflationary excess of demand over supply can not 
be eliminated in the remaining months of 1946. 

The major problem during the third and fourth quarters of 
this year will be to further augment production and at the same 
time to restrain demand. 


Employment 


One of the most encouraging aspects of our reconversion 
effort is that the number of workers unemployed and looking 
for jobs has been and continues to be small. 

During the first quarter of 1946, the civilian labor force 
averaged several hundred thousand more than at V-J Day. 
The flow of veterans into the civilian labor force had offset 
both the usual winter decline in the farm labor force and 
the withdrawal of wartime workers. By May, the civilian 
labor force had risen three million further, to 57.6 million. This 
large increase was due not only to the seasonal upswing in 
the farm labor force, but also to the continued entry of 
veterans into the civilian labor market, and to renewed job 
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seeking by civilian war workers who had earlier withdrawn 
temporarily from the labor force. 

Demand for workers has continued great enough so that 
the increase in employment was as rapid as the increase in 
the number seeking work. Nonagricultural employment, which 
had risen by 1.5 million between the fourth and first quarters, 
to 44.9 million, rose an added 1.5 million by May. Agricultural 
employment, which showed its usual seasonal decline of a 
million from the fourth quarter to a low of 7.1 million in the 
first quarter of 1946, rose sharply to 8.9 million in May— 
slightly more than the expected seasonal rise. As veterans 
returned to the farm, the very tight labor situation in agricul- 
ture eased somewhat. 

As a result of the strong demand for workers, the number 
of persons without jobs and seeking them continued low. 
In spite of the dislocations and readjustments of the transition, 
the number was estimated by the U.S. Census at only 2.5 
million in the first quarter of 1946; in April and May, it was 
actually below that first-quarter average. (See chart, Unem- 
ployment—Before the War and After.) [Page 101.] 

Income 

Salaries and wages received by civilian workers, which had 
declined sharply between V-J Day and the fourth quarter 
of 1945, because of the fall in total employment and reduction 
in hours of work, rose between the fourth and first quarters. 
Military pay rolls, however, continued to fall, as demobilization 
progressed, so that total monthly wage and salary payments 
continued to fall from a rate of about $116 billion per year 
before V-J Day, to $103 billion in the fourth quarter, to 
$101 billion in the first. 

Offsetting this decline were increases in interest, in entre- 


preneurial income, and in rents. Special payments to individuals. 
that is, social security, unemployment compensation, veterans’ 
pensions and unemployment allowances, and mustering-out 
pay, also increased after V-J Day to take up the slack caused 
by declining wage and salary payments. 

As a result of these divergent movements total income received 
by individuals during the first quarter—at an annual rate of 
$157 billion—was only about 3.5 per cent under the pre-V-J 
Day level, after allowance for seasonal changes. This high level 
of consumer income lay behind the great demand exercised by 
the consuming public since the end of the war. (See chart, Ds 
mand Dominates the Economy.) [Page 102.] 

By the second quarter, even this slight decline in income was 
reversed, and consumer income rose to a rate of $158 billion, 
slightly above the first-quarter level. 

Military pay fell sharply with continued demobilization. The 
special payments referred to above also fell, with mustering-out 
pay and armed forces dependency allowances leading the de- 
cline. But these declines were more than offset by a sharp rise 
in civilian wage and salary payments, from an annual rate of 
$92 billion to one of $97 billion. This resulted from an increase 
in employment in many industries during the second quarter, 
and from an increase in the wage rates of many workers which 
took place after the announcement of the President’s wage- 
price policy in February of this year. Average weekly earnings 
in manufacturing rose from $41.28 in the first quarter to $42.92 
in April. 

Mustering-out pay and armed forces family-dependency al- 
lowances will fall further during the third quarter. Total income 
payments, however, will remain at a high level, Their exact 
level depends upon price movements. 


THE NATION’S OUTPUT—1941, 1945, 1946 


(Billions of Dollars) 





(1) Purchases by private buyers (2--7) woeccccsccsesscssesesseeeesesees 
(2) Private capital formation ((8+4+5--6) woe 
CPT MS GSUTUICHIOR  sacod.vcsncecccsascovvesssecencsocsecesccoovsasccevensecovesssocvessbeeviecse 
(4) Producers’ durable equipment .............cccccccssseeesseesseeseceeeeeeeees 
(5) Net change in business inventories .........ccccccccesseessesseessesseees 
(6) Net exports of goods & Services %..........scscsssscssssesscsseeseeesees 
(7) Consumer purchases (8+-9--10) oo... eseeeseteeeeteeseteeeees 
MOAN URESIE EMIS AS i555 53055. d Seasen tase sesso ceaicuevenasegsasavsuesseavensvessiuaevetense 
SAND eS GUT AISIE UPOOUS: ocacincissecssservesensonssasssasnesesesncensesassecoseatconcosavess 
SUNOS DONNES eee E dct a cleoshitsict sen sadn enabsavseusbaesassrerestoonasbeoneesenuaviiess 
(11) Purchases and civilian pay rolls of government .............000 
(12-++13) or (14-415) 
Classified by purpose 
(12) For war (excluding pay rolls of armed forces) ............eee 
FO RSE OR RES NO GCIVINIAIAS § 5550002 .c0sesasavsissevccasesoctessepssthessesteasessssessoss’ 
Classified by type 
(14) Purchases from private business enterprises ..........:.eeeees 
(45) Civilian government pay rolls * ...........:.ccccscsccsssssssssssssssescess 
(16) Output of the civilian economy (1--11) wees 
Hae PEE CINE SOLCCS PAY TOUS Sacsesncsssecaeccsossasccssecacosssodscsaesecesercssesssess 
(18) Interest payments by Federal Government .............c cee 
(19) Gross national product (16--17--18) woes eeeeseeseeeeeees 
Subtotals: 
(20) Output of private business (1-14) oo... eceteetsetseteeeees 





(21) Total output for civilian use (16—12) 


1941 Seasonally Adjusted Annual Rates 
Annual 1945 1946 
Total 1Q 2Q 38Q +Q 1Q 2Q 
93.7 108.6 108.4 L172 128.0 159.0 147.0 
19.1 3.6 6.6 11.2 15.0 19.0 95.0 
a3 1.8 23 29 3.7 5.0 8.0 
8.9 a4 6.1 6:7 8.3 8.5 9.5 
So —95 ie - 8 3.0 4.0 
1.4 9 — 9 1.4 Q4 25 3.5 
74.6 105.0 101.8 106.0 Mis: 120.0 122.0 
9.1 TA lek 7A 9.0 10.5 12.0 
40.1 65.0 61.5 65.1 70.6 73.5 75.5 
95.4 32.6 $3.2 $3.5 $3.38 534.0 34.5 
24.1 76.3 78.7 59.4 Sot 28.0 27.0 
12.0 66.4 68.6 49.2 98.5 17.0 16.0 
12.1 9.9 10.1 10.2 10.2 11.0 11.0 
15.1 61.6 63.7 14.8 25.6 15.5 15.0 
9.0 14.7 15.0 14.6 13.1 12.5 12.0 
117.8 184.9 187.1 176.6 166.7 167.0 174.0 
Ls 16.5 Ma tz 14.1 9.0 6.0 
Mf a4 4.0 4.3 ae 1.6 48 
120.2 205.1 208.2 198.2 185.2 180.6 184.8 
108.8 170.2 172.1 162.0 153.6 154.5 162.0 
105.8 118.5 118.5 127.4 138.2 150.0 158.0 


4 Includes work-relief in 1941 and Government contributions to Civil Service Retirement Fund in all years. These two items 
totaled $1.6 billion in 1941. Retirement fund contributions were at an annual rate of $0.5 billion in each quarter of 1945 and 1946. 
Because of their small size, State and local interest payments amounting to about $0.5 billion each year are not shown separately, 


but are also included in this category. 


Source: 1941 and 1945, U.S. Dept. of Commerce, 1946, estimated on basis of U.S. Dept. of Commerce data; production esti- 
mates have been rounded to the nearest $500 million. Detail in 1945 may not add to totals because of rounding. 
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3 PRODUCTION: PREWAR AND TODAY 

Tans’ a Prewar 

3-out Industrial production indicators Monthly 

‘used Federal Reserve index of industrial production (1935-39= Average? Jan. Feb. Mar. Apr. May June 

MQ SOR ROD Viacoeresct cast tecedcer ca cas ences laaeceeias ous saxuiegedtactnsincson 162 160 152 168 165 160 170 

rived Electric power (billions of kw. hrs.) total production .......... 14.0 18.4 16.2 17.8 17.5 17.7 

te of Sales to large industrial and commercial users ...............0:00020+ 6.3 7.6 7.1 7.6 

VJ Natural, manufactured and mixed gas (billions of cu. ft.) 

level Nhl MANIA scsninnecicuighiindtadishaaendiaaascisisaaraibonedoniie 167.7 286.7 275.5 247.6 225.5 

d by Industrial consumption of bituminous coal (millions of tons) 32.7 86.5 SES 35.4 28.1 

. De- Breizht car loadings: (thousands), .:.<.c0cs:soccisceosascssessesesesoocsseses 3,529 2.884 2,867 3,982 2,605 2,616 

Ton miles of freight railway traffic (millions) ........000.00000 42,853 52,076 48,735 56,510 

"Was Commodity transportation index (1935-39100, seas. adj.) 

llion, MTF sy eS CONDI G GE oc chee. senescence tcsdavescdkeaesanivisevalaevensacsteteacice 147 183 188 192 155 
4 PRD figs acess caescad eg edo viseng dete tea catou gages dasiens tescs iueatisnvetessesasacee 205 691 648 635 663 
The TAR A TAME cessor scevtuisercantcneeircinscsectbanechcenaiy 172 213 213 218 234 

3-Out A EGTay el 011 (ook ek nr ee SE 124 124 128 115 95 

de- Piper uenie’ (QUE ala GAS) oo ooo ccsececseccesisescasseacdevssivecsanticcacases * 130 228 234 223 231 

brine NN cated acini cataracts pivincavesinsierntoncesden 146 178 184 192 137 

te of Production and shipments of selected commodities 

ease Consumer durable goods, excluding automotive shipments 

ter, (thousands) : 

hich Washing machines (1940-41) cccccccscssssccscsssssccesscsssssssssssssees 158 171 88 111 177 184 

age Meee CIN IG sine ecsccsecsessussecansepsanssncsmanssens 156 120 128 162 174 166 

— Refrigerators (1940-41) ......cccccccccssscsssssssssccecesssssssosecsscssccnsees 309 123 65 107 143 196 

2.92 Wictries warmniners: (UNO RED cccscicscssccccscecanccnccoccccovscocteanconsiose 17 25 21 23 23 31 

MRS VAMOS: MCRAE ai tacecuccs cadevaness sas seateaceasesaadassecataunvessecepavacses 125 132 109 129 153 139 

y ale SN PART TO LOD TOE 1,100 550 750 1,001 1,000 1,075 

‘ee EES ERE eee) ae ee a 380 282 308 382 108 

mae ESCO DE 42s EXERC ELD Ear ee a2 pa ose Paco cans Laceu neous Ses casa aeWexd eae 67 14 13 28 28 31 

Automotive and related products production (thousands) : 
PASSE RIO N MULE ONO DILSirocs ccc cc ct cacasccs sececduveseceoutéssaissevnseai@viaseces $195 59 48 90 150 153 
CORSETS Sr UT Cel CARR Oe ere ere Serres Seer rer 69 55 29 39 81 75 
PASSO OL Clg UUROSY cacsatens cass renss sj cna scerehoocesee vancecussncidoectontersicueias 4,156 4,717 4,600 5,400 5,500 5,800 
TSEC GET) a LT) AUT Ts Ra RoR ge le 973 1,268 1,200 1,453 1,400 1,400 
Motor gasoline, excluding aviation (million barrels) .......... 56.7 59.6 53.8 59.8 SES 60.6 ; 
Replacement batteries (shipments) ..........cccccceeecseeeeeeees 1,327 1,768 1,706 1,686 1,672 1,700 

Consumer nondurable goods production (millions) : 

9 MDOULONe PARTIR! GMARGIS NN: 2 saccsanessscscseseacsnccceccecceesiavedeessvenscasscusdens 860 = 757° — — 767¢ 
470 Woolens and worsted (yards) (19 12) ssovessseeceennnasssenecennesssecs +4 — 47¢ — — 50° 
25 () Men’s and youths’ suits (cuttings, all fabrics and all 
8.0 UC BERG oeystcosescyestiecsscdenssee uae qess 1a Siacodscassasesiacccstscensestatasteacas 21 1.6 1.8 22 21 
95 Womens-Hostery: (pairs) “Botall ....:.<..,-ceccereccsarccsscesseotecesenes Sia 50.3 47.3 50.5 50.4 50.0 
1.0 TIT MeO Ee ERT EN 33.8 0 0 0 0.1 0.1 
35 MOAN ENhcas oc censor cect casera fosnee cacti Bets nas eee eee et es ayac ovate ee 9.1 26.6 yf 30.3 99.7 30.0 
99 0 EE ER EEN SEE I ee ee NORE NOTE Bee 14.6 23.7 20.0 20.2 20.6 19.9 
120 Civilian boots and shoes, excluding rubber (pairs) ............ 40.2 $1.2 13.7 18.9 49.1 48.6 
*55 OEP CUCL aan Pe fy oer ROE Ren IO SPE UE ee ios ROR ooo ON oR Tp 18.1 27.5 25.5 28.8 28.8 $2.5 , 
845 Food and farm products production (millions of lbs.) : 

97.0 BMG EOE (ERC EOGG NE 22 ok ica dn 055-ce55; 31a acdaassven beatvavasadecsyasecvasiicexees 156 70 66 77 91 

OF EAT EVs C7 a) I ee es eon lee Pee 80 63 63 78 92 
Condensed milk (bulk and Case)  ..............ccccccesssseeesecceeee $1 41 45 65 80 

16.0 iva porsteed miley (CASE) cccsc.sc.esescasecarsssarsecnosaesteceaceodeceteveeen 271 180 181 234 297 

11.0 NI iis atest hed iene hentai omental sseetin 9,625 8,615 8,292 9,796 10,540 12,301 
MSV GGUS SREY SYRIA RADE Sco dacaicac es 302700 x cGhau ad co sn cousaceucaxqaeatousscteossacs 10 38 10 56 7] 

15.0 Meats, including lard: (inspected slaughter) ...............04 1,294 1,581 1,595 1,296 1,226 1,224 
12.0 Building materials production (thousands) : 

“40 I 412,000 272,000 279,000 333,000 364,000 ~—- 357,000 
6.0 RUNNIN UNE MEI. CIID Sicicsis con esenesenvsssinsinenosnccin aiiensnssaianionds 47.1 27.5 25.6 28.0 28.7 31.0 
48 Clay sewer pame (toms) (1042) .........cc.ccecccessrsssosssecsssesecesose 115 84 55 56 63 75 

84.8 EL | ree er 93.8 70.1 67.0 84.1 89.6 91.0 

IO I I i pacino kiss cessisninaaseamanise 231,000 216.000 207,000 240,000 254,000 240.000 

62.0) ae 5 a ae 7,000 2,111 1,952 2,353 2,559 3,326 

58.0 MM SATIV EE SIRI GRRE LCOS cS So fo acs sen dg luacccesuiesanlaeaiasisdasodie 47.3 39.8 38.2 47.7 42.9 44.5 

Raw materials production (thousands of tons) : 

ems BEIIISE NA TN As Neate cia Ra een Sea ee cach cadens awaits 4,672 2.645 1,148 4,424 3,614 

946. Steel ingots and steel for casting ..........csccccsccsesecsecesseseeeeseeees 6,903 3,872 1,393 6,507 5,860 4,073 
ely, EE LDL LLL LT TI NT 88.8 69.0 49.9 20.1 19.0 20.6 
: SS EERIE LTTE 52.9 51.1 41.6 25.3 23.8 
sti- NE EET Cen Oy eee ane eee eS Ow 72.0 65.9 61.3 71.6 60.9 62.4 

EE LTT AIT ETA TTT TR 834 727 720 855 850 849 
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Production: Prewar and Today (Continued) 


Paper and paper board (1942) 
Anthracite coal 
MERERARIAEDOUB ICON c.0hssescicasssvesssssvesavecisecoenssoesiscovencacdasoatidessacedsencseseess 

Production (millions) : 
Lumber (board feet) 
Federally inspected livestock slaughter (animals) 
Petroleum (barrels) 





4 1941 unless otherwise stated. » Factory sales. 


rettes; tax-paid and tax-free withdrawals. 


¢ Monthly average computed from quarterly total. 
Sources: Civilian Production Administration, Department of Commerce, other Goy- 


Prewar 


Monthly 
Average? —_ Jan. Feb. Mar Apr. May June 
1,424 1,509 1,429 1,638 1,629 1,620 
4,697 4,982 4,788 5,492 5,094 5,468 
2,846 54,075 49,975 ° 56,540 3,356 20,420 
2,789 1,840 1,887 2,279 2,538 
6,754 7,893 8,336 7,002 6,754 6,601 
117 143 132 137 


4 Large and small ciga- 


ernment agencies, and various private associations. Only when 1941 data were not available was some other base period selected, 


IV. KEY MATERIALS OF PRODUCTION 

The peacetime production records established by American 
industry in both the first and second quarters of this year 
were achieved despite serious shortages of many of the most 
urgently needed raw materials, such as iron, steel, copper, 
lead and tin. 

To maintain the rising volume of output, however, many 
industries were forced to use up their stocks of raw materials 
when shutdowns in mines, mills and smelters drastically 
curtailed or cut off the flow of supplies. This inventory deple- 
tion was particularly acute in the metal-fabricating industries 
and its effect will be felt for the remainder of the vear. 

At the start of the year it was evident that shortages of 
many vital materials, particularly the nonferrous metals, 
would handicap reconversion, but, at the same time, it ap- 
peared that the materials most vital to the economy—iron, 
steel and coal—would be adequate if uninterrupted production 
of these items could be maintained. Very quickly, the outlook 
changed. 

In mid-January the steel mills were shut down for four 
weeks by strikes. These were followed by labor-management 
disputes in the iron-ore, lead and copper mines, in smelting 
and refining facilities and finally in the coal mines. Meanwhile, 
imports of copper, lead and tin fell below first-of-the-vear goals. 

As we enter the second half of the year almost all of these 
labor-management disputes have been settled and production 
of the basic raw materials is rising rapidly. Labor contracts 
which have been signed during the first and second quarters 
should insure capacity operations throughout the remainder of 
this year, unless a precipitate rise in prices provokes reopening 
of the contracts. 

But even capacity operations can not make up for the pro- 
duction lost during the first half of the vear. There will not be 
enough of many of the key materials to satisfy fully industry’s 
demands this year. Full co-operation of producers and imdus- 
trial consumers, with Government actions to allocate and chan- 
nel scarce supplies to the most essential uses, will be necessary 


to maintain a balanced output. 


Iron and Steel 

Cumulative losses in steel production caused by strikes in 
the steel plants in January and February and the partial shut- 
downs caused by the coal strike in April and May total ap- 
proximately 13,000,000 ingot tons. 

Steel ingot production rose rapidly following settlement of 
the coal strike. From a low 768,400 tons—43.6 per cent of capac- 
itv—for the week ending June 1, production rose to 1,536,800 
tons—87.2 per cent of capacity—in the week ending June 29. 
(See chart, Reconversion Setback—The Losses in Steel.) 
[Page 102.] 

Even with near-capacity production for the remainder of 
the year, total ingot output in 1946 probably will not reach 
70,000,000 tons, about 15 per cent below the production of 
82,000,000 tons which appeared possible at the beginning of 
the year. 

The current demand for steel is unprecedented in peacetime. 
Even after the wartime civilian deficits are made up, the 
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continuing requirements of an economy operating close to 
full employment would overtax the present privately owned 
facilities of the industry. 

The effective capacity of the industry, however, especially 
in the shapes and forms most urgently required, will be 
expanded by further sale and conversion to private use of the 
Government’s war-built steel plants. For example, the big 
Geneva plant at Provo, Utah, was sold to the United States 
Steel Corp. in June. 


Pig Iron 


Production of pig iron this year has followed the same up- 
and-down curves as steel. Although effective blast-furnace 
‘apacity is approximately 63.5 million net tons, the output 
of pig iron in the first quarter of 1946 was at an annual rate 
of only 32.6 million tons and the rate of output in May slumped 
to 26.6 million tons. Consequently there are shortages of pig 
iron now, not only for steel-ingot production but for all kinds 
of iron castings. 

To relieve the critical shortage of merchant pig iron for 
gray and malleable iron castings, the Civilian Production 
Administration is making arrangements with the Reconstruc- 
tion Finance Corp. for the reopening of blast furnaces owned 
by the Office of Defense Plants. Efforts to reopen certain high- 
cost privately owned furnaces received a setback when OPA 
lapsed. 

Strikes in the iron-ore mines reduced shipments to the blast 
furnaces in the first half of the year. Stocks of ore at the mills 
are now well below normal levels. Intensive efforts must be 
made this summer and fall to build up stocks before ice stops 
shipments on the Great Lakes. 

Iron Castings 

May shipments of gray-iron and malleable castings did not 
vary greatly from the April level of 857,000 and 65,000 tons, 
respectively. In May, output of gray-iron castings and malle- 
able-iron castings were approximately 30 per cent and 20 per 
cent respectively above January. However, output fell somewhat 
short of average monthly production of 918,000 tons of gray-iron 
castings and 81,000 tons of malleable castings in the peak year, 
1941. Unless output is increased rapidly during the last half of 
1946, the current shortage of castings will continue to be 
critical. . 


Scrap 


Scrap is essential in the production of both steel and iron 
castings. Currently, supplies of metal scrap at the steel mills 
have reached a low level. These supplies must be expanded 
greatly if the near-capacity operations that have been scheduled 
for the remainder of this year are to be maintained. The Civilian 
Production Administration, in co-operation with the steel in- 
dustry is sponsoring a nation-wide drive to collect increased 
quantities of scrap metal. 


Distribution Policy 


The acute shortage caused by the steel and coal strikes 
made it necessary for the Civilian Production Administration 
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to adopt emergency measures to channel steel to the Veterans’ 
Housing Program and to manufacturers of certain types of 
farm equipment which are urgently needed for the 1946 harvest. 
Present indications are that the amounts which will have to 
be channeled to these essential uses in the third quarter will 
not exceed 500,000 product tons. Similar priority controls 
governing the distribution of pig iron to essential users also 
are being established by CPA. In addition, special actions to 
increase supplies of urgently needed steel products have been 
taken where producers have tended to shift away from certain 
low-profit items, such as nails, in favor of more profitable 
products. Nail producers have been assigned production goals 
by CPA with the understanding that direct production controls 
will be adopted if the goals are not met. The Office of Price 
Administration granted a price increase to provide an incentive 
for increased output. The War Assets Administration is re- 
leasing all available supplies of surplus nails to essential uses. 
Similar co-ordinated actions have been taken to increase supplies 
of other critically short steel products. 

The CPA has requested manufacturers of tin-mill products 
to continue maximum production of products for cans and 
containers and to channel at least 85 per cent of their shipments 
for use in the preservation of perishables and seasonal food 
products, drugs, medicinals and_ biologicals. 

Further action may be necessary to assist manufacturers 
of essential steel products who are having difficulty obtaining 
supplies from relatively distant mills. The steel producers 
have preferred to ship to customers within the mill basing-point 
area where the customer pays the entire freight charge. The 
steel producers must absorb part of the freight cost on ship- 
ments to customers located in areas near other basing points 
which are customarily served by other mills. 

Under authority granted by the recently extended Second 
War Powers Act, CPA will continue to maintain such controls 
over steel production and distribution as are clearly necessary 
to assure essential requirements of minimum supplies. 


Copper 


The electrical industry, whose productive capacity is con- 
siderably greater than it was before the war and whose products 
are urgently needed, has been handicapped in its reconversion 
program by the shortage of copper. Shutdowns in mines, re- 
fineries and fabricating plants have added to the gravity of the 
shortage and delayed production of electric motors, switches, 
wire and many home appliances. The housing program has 
been adversely affected by shortages of brass and wire-mill 
products. 

By the end of June virtually all of the labor-management dis- 
putes in these industries had ended and producers had been 
granted price adjustments. Extension of price control is neces- 
sary, however, to assure continuation of the Government’s pro- 
gram of premium payments to high-cost domestic producers. 
Future import contracts also are dependent upon price stability. 
Even under the best of circumstances copper will continue to 
be scarce throughout the rest of the. year. 


Supply and Requirements 


The total demand for refined copper in 1946 will exceed 
1,300,000 short tons. Even with full domestic production and 
astepped-up flow of imports for the rest of the year, the total 
supply is not expected to exceed 850,000 tons. 

During the first half of 1946, only about 200,000 tons of 
domestic refined copper were produced. An additional 120,000 
tons were obtained through imports. 

Withdrawals from the Government’s stock pile of refined cop- 
he cushioned the drastic curtailment of supplies. These stocks 
dropped from 500,000 tons in January to about 300,000 tons in 
June. The rapid rate of withdrawal had to be drastically cur- 
lailed in the second quarter to prevent exhaustion of the stocks. 
The drain on electrolytic types was particularly severe. 

Informal allocation of withdrawals from the Government 
tock pile has been instituted to protect requirements of es- 
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sential uses. All types of copper producers and fabricators are 
co-operating with the Civilian Production Administration in a 
program of voluntary rationing. 


Lead 


Storage batteries, chemicals, cable coverings, sheet and pipe, 
ammunition, tetraethyl and solder are some of the more im- 
portant products which are being curtailed by the shortage of 
lead. Replacement batteries for cars will be in short supply 
next fall; gasoline will have to be downgraded; there will be 
delays in installing new telephone lines; paints and other lead- 
consuming chemicals will be short; and bearing metal, brass and 
bronze and terne metal will be affected. 


Supply and Requirements 


Estimated supply in the first and second quarters, including 
imports and recovery of secondary lead, totaled less than 
$55,000 tons, compared with permitted consumpiion of roushly 
509,000 tons. These requirements have been met by drawing 
on Government and industrial stock piles which now are down 
to the very low level of 205,000 tons. 

Despite the recent settlement of strikes in the industry, 
there is no prospect of increasing lead allocations for the third 
and fourth quarters above the second-quarter level of about 
250,000 tons. Inventory withdrawals cannot be continued, 
and the expected increases in output will not be adequate to 
sustain a higher level of consumption. 


Government Action 


In order to insure maximum domestic production, it will 
be necessary to continue subsidy payments for high-cost output 
throughout the reconversion period. In spite of recent price 
increases, a large proportion of domestic output must. still 
be subsidized by continuation of the premium-price plan ad- 
ministered by the Reconstruction Finance Corp., Civilian 
Production Administration and the Office of Price Adminis- 
tration. 

Acting through the Metals Reserve Corp., the Government 
has been purchasing all the lead it could obtain from foreign 
producers. Unfortunately the lead shortage is so acute through- 
out the world that there is no immediate prospect of increasing 
the present rate of imports substantially. 

Tin 

The United States depends almost entirely upon imports for 
its supply of tin. Imports this year are not expected to exceed 
42,000 tons. To meet the most essential requirements of the 
economy, industry must have about 65,000 tons. 

Because the shoittage of tin is so acute its consumption must 
remain under stric{ allocation control for the remainder of the 
year at least. Any dificit between imports and restricted alloca- 
tions must come out of Government stocks. For this reason it 
is important that Metals Reserve Corp. continue to purchase 
tin, in accordance with international allocations, and that the 
Civilian Production Administration continue to restrict the tin 
content of various tin products. A large portion of the supply 
will be allocated for tinplate to be used in containers for the 
preservation of food. The shortage will be felt acutely by pro- 
ducers of automobiles, refrigerators, washing machines, various 
electrical appliances and gas meters. 


Lumber 


The lumber industry is recovering rapidly from its wartime 
slump, which saw output drop from 36.5 billion board feet in 
1941 to 27.8 billion board feet in 1945. Gains made during the 
first quarter of 1946 continued through the second and in April 
production reached an estimated annual rate of 34 billion 
board feet, an increase of 33 per cent over the January rate. 
Production in May and June is believed to have exceeded 
this rate. 

Total lumber requirements for 1946 are estimated at well 
above $6 billion feet. Of this total between 20 and 21 billion 
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feet is for new construction, maintenance and repair, including 
§ billion feet, or 22 per cent of total requirements, for the Vet- 
erans’ Emergency Housing Program. Boxing, crating and dun- 
nage will require an estimated 7 billion feet, and factory-made 
end products will require about 5 billion feet; 4 billion feet will 
be needed to rebuild mill and yard stocks to one half their pre- 
war level. The major requirement, nonresidential construction, 
maintenance and repair, is being reduced to the level of min- 
imum essential needs by the CPA limitation order on construc- 
tion. 

Not all of the gains in production, however, were reflected 
in supplies available to essential users. An extensive black 
market in lumber developed. Four agencies of the Government 
—the Department of Justice, the Bureau of Internal Revenue 
of the Treasury, the Office of Price Administration and the 
National Housing Administration—have embarked on a co- 
ordinated attack on this racket. 

Shortages of lumber have been a serious handicap to re- 
conversion progress. Many industrial and commercial con- 
struction projects have been delayed by the construction 
limitation order. Shortages of boxing and crating have delayed 
shipments of finished products in a few instances. Priority 
holders have not been able to obtain all the lumber they need 
to build houses. In many sections of the country, it has been 
impossible for such users as railroads, utilities and farmers 
to secure the timber and lumber they desire. 

A series of actions has been taken in recent months by the 
various Government agencies to stimulate increased lumber 
output. The Office of Price Administration has granted 16 
price increases on basic lumber since the first of the year. 
The U.S. Forest Service has permitted more extensive cutting 
in national forests. The U.S. Forest Service is building access 
roads to remote Government-owned timber stands; premium 
payments for increased production of softwood plywood have 
been instituted by the National Housing Agency and a similar 
plan will be instituted for hardwood flooring. The use of 
premium payments to stimulate production, however, depends 
upon continuance of price control. The U.S. Forest Service, 
the Office of Price Administration and the Civilian Production 
Administration have co-operated in a series of actions to increase 
the supply of peeler logs for the manufacture of plywood. 


Rubber 


Both natural and synthetic rubber are in short supply. Con- 
sumption during the first half of 1946 has been at an all-time 
peak rate of about 1 million tons a year, and production of 
synthetic plus imports of natural rubber are not keeping pace 
with demand. Although it has been difficult for some users to 
buy tires, shortages of rubber have not handicapped recon- 
version thus far. However, it has been necessary to continue 
controls over natural rubber and to institute inventory controls 
over most synthetic rubber in order to insure the availability of 
supplies for essential uses. 





Other Materials 

Shortages of several other materials have and will continue 
to interfere somewhat with reconversion progress in particular 
industries, for example: tin, antimony, zinc; certain forms and 
shapes of aluminum, particularly sheet; and many chemicals, 
including cane alcohol, hide glue stock, potash, ethyl fluid, and 
lead chemicals: several types of plastics and synthetic resins. 
Generally speaking, substitutes are available to meet the less 
essential demands for these materials, but the necessity for 
conservation and substitution has been a complicating factor in 
the production of many consumer durable goods, electrical 
equipment, paint and other consumer and industrial com- 
modities. 

The Civilian Production Administration is prepared to con- 
tinue the conservation and channeling controls which are now 
in effect for such materials as tin, antimony and several chemi- 
eals to insure that available supplies are distributed equitably 
and in accordance with the essentiality of alternative uses. 
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Steps can be taken to protect exceptionally urgent require 
ments for other scarce materials to the extent that this jy 
necessary. 


V. INDUSTRIAL RELATIONS 


Strikes in the soft-coal mines and on the railroads threw int 
sharp focus the challenging problems which confront the nati, 
in the field of industrial relations. Public attention was py. 
marily concentrated on these major stoppages, unquestionably 
the most serious which have occurred in many years. They not 
only attested the urgency of careful and thoughtful reconsid. 
eration of our entire approach to labor-management relations 
but, in the case of the railroad stoppage, stressed the necessity 
for further equipping the President, on an emergency basis 
with adequate authority to deal effectively with strikes againg 
the Government. 

To meet situations of the latter type, the President requested 
the Congress to pass temporary legislation to be effective only 
for a period of six months after the declaration of the termina. 
tion of hostilities. He asked that this legislation be applicable 
only when a serious national emergency has arisen, affecting 
the economic life of the entire country, and when the industry 
involved has been taken over by the Government and the en. 
ployes have refused to continue work or return to work ip 
response to a presidential request. Such legislation was not 
intended to apply to any strike or threatened strike situation, 
serious though it might be, which does not constitute a genuine 
national emergency. 

The coal and railroad strikes to some extent diverted public 
attention from stoppages in other industries. For example, 
much-needed production was lost in the nonferrous metals and 
farm-equipment industries. Nevertheless, preliminary estimates 
for the quarter indicate that the number of man-days lost 
through strikes dropped appreciably from the first-quarter peak. 


Estimated Man-Days of Idleness Resulting 
From Work Stoppages in the United States, 
V-J Day to June 30, 1946.* 


Man-Days Idle During Period 
Percent 

of available 

working time 


V-J Day to Dec. 31, 1945 28 432,000 1.07 
First quarter (Jan.-March) 1946 54,700,000 3.17 
Second quarter (April-June) 1946 31,500,000 1.70 


*All estimates for 1946 are preliminary. 


In several different messages to the Congress since last De- 
cember, the President stressed a number of the basic principles 
which apply to the relationships between labor and management 
in our democratic society. One such principle is the vital 
importance of reasonable compromise, without which collective 
bargaining becomes a hollow phrase. Moreover, those unions 
and employers who, through reasonable compromise, adjust 
their differences without impairment of much-needed produc 
tion make a tremendous contribution to the economic wel- 
being of the entire nation. 

Until the outset of the war, the Government’s role, when 
collective bargaining failed, was limited to providing for the 
adjustment of disputes by conciliation and arbitration. Machin 
ery for this purpose was established in the Department of Labor 
through the creation of the U.S. Conciliation Service. That this 
machinery is still operating with considerable effectiveness 
evidenced by the record. During the period from July 1, 195, 
through May 31, 1946, the Conciliation Service settled 2,857 
strikes, involving 2,318,573 workers, and 12,133 other contro 
versies, including 4,430 threatened strikes, involving 5,394,154 
workers. 

Recent years have demonstrated, however, that the failure 
of collective bargaining and conciliation in certain industries 
and under certain circumstances can bring results which 
versely affect the interests of all the people. Accordingly, 
December 3 the President asked Congress to pass legislation 
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covering “such stoppazes of work as the Secretary of Labor 


thie would certify to the President as vitally affecting the national 
public interest.” In cases of this type, where collective bargain- 
ing and conciliation fail and where the parties are unwilling to 
submit their differences to arbitration, the President asked to be 
~w into empowered to appoint emergency fact-finding boards to investi- 
nation | gate all the facts and make recommendations. This procedure 
as preg has proved effective in the railway industry for many years, with 
ionably the one exception of the recent strike. As in the railway industry, 
iey not | for a period of 30 days, during which time the board would 
consid. conduct its investigation and prepare its recommendations, 
lations § the status quo would be maintained, unless changed by agree- 
-cessity ment. 
, hen In addition to laws covering strikes against the Government 
agains § itself, such as the railroad stoppage, as well as those “vitally 
affecting the national public interest,” the President at various 
quested times in recent months requested congressional action aimed 
ve only at eliminating some of the basic causes of industrial strife. 
ermina @ On May 25, and again on June 11, he asked for the estab- 
plicable { lishment of a Joint Congressional Committee to study afresh 
ffecting the whole subject of labor relations. In making this request, 
ndustry @ the President sought to direct the attention of Congress to the 
the em-@ fundamental causes of industrial unrest rather than to their 
vork inf symptoms. 
vas not Moreover, in September, 1945, the President outlined a 
tuation, § legislative program bearing directly on the stability of industrial 
genuine § relations. Under this heading fall his recommendations for lib- 
eralized unemployment compensation benefits and coverage, for 
| public an increase in the minimum wage and a broadening of the ap- 
xample,§ plication of the Fair Labor Standards Act, for full-employment 
als and legislation, for a permanent Fair Employment Practice Com- 
timate § mittee, and for continued federal management of the U.S. Em- 
rys lost | ployment Service. In addition, the President has asked for a 
er peak.f comprehensive national health program and, particularly, for 
the continuance of effective laws to control rents and prices. 
j On some of these matters, so important to the wage earner, 
S, Congress has not yet acted. On others, its action has fallen far 
ng Period 
Percent 
available 
king time 1. FAMINE RELIEF 
10 The food resources of the United States were mobilized dur- 
3.17 ing the first half of 1946 to help combat famine in many parts of 
1.70 F the world. Millions of people in Europe and Asia faced desper- 
ate hunger; many faced actual starvation. 

To meet this crisis, we pledged that the United States 
last De would ship 6 million long tons of grain to them during the 
rincipks# frst six months of the year. By July 1, we had shipped all 
agemelt F but a small part of the 6 million tons—and the remainder 
he vital will be on the high seas within a few days. This completes a 
ollective total shipment during the’last fiscal year of 10.5 million tons 
, —_ of wheat and 6.5 million tons of other foods. (See chart, 

» adjust Food Exports—War and Postwar.) [Page 102.] 
produe- President Truman has called this “an impressive record.” 
nie. wel At the same time, he warned that, even though our goal has 
been achieved, there is still need for continued co-operation in 
le, when conserving food, and for continued controls over the use of food 
for the grains in this country. There are two reasons for this: 
Machin First, the famine crisis is not over and we must continue 
of Labor some measure of aid to the hungry people of other lands. 
Phat o Second, our grain exports since January 1—the greatest 
a for any similar period in our history—have reduced the 
ie oa supplies of grain available for domestic consumption and 
és we have reached the beginning of the new crop year with 
pen much less than the normal carry-over of bread grains. 
THE RELIEF PROGRAM 
e failure} The success of the famine relief program was due to the 
ndustries f concerted co-operation of the public and the Government. 
hich ad- Famine Emergency Committee, appointed by President 
ingly, 8 Truman early in February with Chester C. Davis as chairman 
-gisiation§ md Herbert Hoover as honorary chairman, conducted an 
> NEWSE Juty 19, 1946 
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short of the necessary program. This has persuaded many work- 
ers that they must look to their own organized strength rather 
than to the Government for adequate protection against un- 
employment, substandard wages, sickness and disease, and 
discriminatory practices. In particular, fear of ever-rising prices 
of essential foods and goods are leading them to consider new 
wage demands to prevent further inroads into the purchasing 
power of their dollars. 

In the final analysis, however, the attainment of peaceful 
industrial relations does not rest with legislation. The relations 
between men and management are human relations. Even the 
best legislation can be no more than a framework for solving 
the recurring problems of human relations. Law libraries are 
full of statutes and court decisions on the conduct of married 
life. But no statute and no court decision ever made a marriage 
happy and successful. This is just as true in industrial relations. 
It is just as hard and just as impractical to prescribe iron- 
bound rules of behavior in the dealings between labor and 
management as it would be to prescribe them for husbands 
and wives. 

The solution lies in the hands of employers, employes and 
their representatives. It is they who must bring to their rela- 
tionship the good faith, tolerance and willingness to co-operate, 
without which no legislation affecting collective bargaining can 
be truly effective. 

Peace and harmony and efficiency cannot be legislated; can- 
not come by decree or command. Therefore, a tremendous 
burden of responsibility for peaceful labor relations, for full 
production and for a stable economy lies squarely on the 
shoulders of the men and women of industry and labor. The 
Federal Government can lay down the broad rules of the 
game; it can act as a friendly conciliator to both sides when 
disputes arise. The Government should take stronger measures 
only when the public welfare is endangered. Recognition, by 
both labor and management, of their own vital responsibility 
to get along together without Government intervention is of 
overriding importance in the months immediately ahead. 


PART TWO—SPECIAL PROGRAMS 


energetic campaign to inform the public and to enlist voluntary 
co-operation of all groups—farmers, food processors, dis- 
tributors and consumers. The Committee has also advised with 
the Government concerning specific administrative actions 
needed to speed up food exports. Mr. Hoover’s on-the-spot 
survey in many countries also afforded much valuable in- 
formation both to the public and to the Government. 

The food export program has centered chiefly upon grains, 
and to a smaller extent upon fats and oils. Originally we had 
planned to ship 225 million bushels of wheat—roughly 6 
million tons—during the entire crop year beginning a year 
ago and ended July 1. However, droughts in Europe and Asia 
made it necessary to increase the commitment first in October 
and again in December. By the first of this year—when 192 
million bushels, or about 4.5 million tons of the original com- 
mitment already had been shipped—it was apparent that if 
mass starvation in many areas was to be averted, we would 
have to supply in the next six months as much as we had 
originally planned to ship in the entire year. 

As a result of the conservation measures adopted this spring— 
including the voluntary actions of consumers—we have been 
able to meet both the year’s goal of 400 million bushels, or 10.5 
million tons, and the half-yearly goal of 6 million tons of bread 
grains. This record total of exports, even when added to the 
contribution of other nations, was not enough to supply all the 
famine-stricken people of the world-with a minimum of sub- 
sistence. Nevertheless, the achievement was possible only with 
considerable difficulty and required drastic and sudden changes 
in many of our domestic food programs. Four primary steps 
were taken. They were intended: 

(1) To move stored grain off the farms and out of 
elevators, which made it available for use here and abroad, 
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but also icuuced the reserve stovks usually carried over to 
the next year. 

(2) To curtail domestic use of grain both for food and 
for alcoholic beverages. 

(3) To reduce the feeding of wheat and other grains 
to livestock. 

(4) To obtain through Government channels increased 
quantities of grain and grain products for export. 


Moving Stored Grain 

The chief additional source of grains in this country was 
the storage bins of farms and country elevators, where a large 
part of the annual carry-over is kept. In moving this, the 
Government instituted the bonus plan and the certificate plan, 
both designed to give farmers an incentive to reduce their 
reserve stocks to an abnormally low level and thus put more 
erain into the markets. Both plans have been very effective 
and indications are that only 90 million bushels—about a third 
as much as was carried over last year—remains in reserve. 
This is as great a reduction as is practicable. The rest has been 


poured into the markets. 


Reducing Consumption 

In cutting down on domestic use of grain for food and 
beverages, the Government coupled controls over the milling 
and processing of grain products with a campaign for con- 
servation in the homes and public eating places. As a direct 
result of the various programs, domestic consumption of wheat 
foods was reduced by more than 35 per cent from that of the 
previous quarter of the year—from 133 million bushels in 
January-March, to 85 million bushels in April-June. 

Specific Government actions to reduce consumption included: 

1. The wheat extraction rate was increased so that more 
flour was made from an equivalent amount of grain. 
2. The amount of flour to be ground for the domestic 
market was limited. 

In addition, as the Government’s certificate and bonus plan 
brought out more grain for export, millers experienced in- 
creasing difficulty in locating and buying supplies for flour. 
Similarly, bakers found their supply was pinched. 


Cutting Feed Grains 

Steps to deal with the third problem—reducing the feeding 
of grain to animals—have until recently been only partially 
successful. During the war there was an enormous demand for 
milk, meat, eggs, and other livestock products for domestic 
consumers, for our military forces and for Lend-Lease. Livestock 
numbers were increased to record levels and the rate of grain 
feeding was stepped up. Both the ceilings set and the support- 
price programs were designed to encourage heavy feeding of 
livestock. To reverse this situation and to discourage heavy 
feeding, thus releasing these grains for human consumption, 
grain prices were increased during the second quarter. The 
Government purchase of 33 million bushels of corn for export 
under the bonus plan also helped in this purpose. As a result, 
the feeding of grain to animals has been reduced considerably. 

Continuation of this program for diverting grain from animal 
to human consumption is directly dependent upon continued 
price control. Rising livestock prices would wipe out the 
differential which now exists in favor of human consumption. 
Since use of grains for feed constitutes a major drain upon 
total supply, loss of this mechanism would make it much more 
difficult to obtain adequate supplies of grain for domestic con- 
sumption or for export to famine lands. 


Purchase and Expediting 

All of these actions contributed to the availability of grain 
for Government purchase and export. In addition, many sup- 
plementary steps were taken to speed up procurement and 
shipment in every possible way. At times, transportation 
threatened to delay exports. There were serious shortages of 
tin cans and other food containers. These problems were made 
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much more serious by labor-mauagement disputes in the steel, 
and coal industries. Close co-operation among Department 
of Agriculture, the Office of Defense Transportation, the War 
Shipping Administration and the Civilian Production Ad. 
ministration reduced these hazards to the program. 


Another Year of Relief 

As the President has stated. the world famine is not yet over, 
Millions of underfed families in Europe and Asia who haye 
managed to stay alive will obtain temporary relief from this 
year’s harvest in their own countries. But they will need help 
for at least another year. 

The Secretary of Agriculture recently announced the general 
outlines of wheat program for the 1946-47 marketing year, ap. 
ticipating exports of 250 million bushels. This volume of exports 
can be reached only by continuing many of the controls which 
were inaugurated this spring. These programs will be continued. 

The 80 per cent flour-extraction order, which is saving 
for food 8 to 10 per cent of the wheat used in domestic 
flour. 

The limitation order on manufacture of flour for domestic 
use, set at 85 per cent of 1945 supply. 

Set-aside for Government purchase of wheat delivered to 
elevators. 

Limitations on wheat for feed and for processing. 

Prohibition of the use of any wheat for beer or alcohol 
manufacture. 

Conservation measures, including reduced weight of bread 
and rolls 

It is important to emphasize again that the effects of many 
of these programs, absolutely essential to meeting famine te. 
lief needs, would be destroved without adequate price-control 
measures. Even these programs will not alone be enough to meet 
our own needs and those of the famine lands. They should be 
strengthened by measures to increase food production during 
the coming year. 

At the same time the international machinery for handling 
the world food situation is being simplified. Recommendations 
made in May at a special meeting of the Food and Agriculture 
Organization have resulted in formation of the International 
Emergency Food Council to deal with the problem. 


Effects on U. S. 

To American consumers, the famine situation means con- 
tinued shortages of cereal products, and probably less meat 
than consumers will want to buy next year. These food short- 
ages will not be serious so far as the average American diet is 
concerned. Our average per capita consumption of food ros 
during the war and is still above prewar levels. Public opinion 
polls have shown that an overwhelming majority of American 
consumers wants to share our large supplies of food with 
undernourished people abroad. 

To the American farmer this famine situation means a cot 
tinued high demand for food for at least another year. It means 
continued efforts to maintain high food production in spite of 
shortages of farm machinery and other supplies and equipment. 

This will delay the problems of agricultural reconversion and 
in fact will make the longer-term reconversion problems more 
difficult. Although for the next year or two we must make every 
effort to maintain the high wartime rate of food production and 
must center our efforts on producing a maximum of grain prot- 
ucts for human food, and decrease feeding of grain to livestock, 
we must be prepared to reverse these trends before the export 
situation changes. Even in the coming year we must take steps 
to avoid a sharp drop in the output of dairy products. 

When world food conditions have been stabilized, our export 
markets for grain doubtless will be greatly reduced. We do not 
propose to go through another extended period of agricultural 
depression such as farmers experienced during almost the entire 
period between the two world wars. Congress has already 
directed that prices of farm products shall be supported for al 
least two years after the official termination of the wat. To 
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fulfill this commitment, further legislation and large appropria- 
tions may be required. 

In the long run, we will face serious problems of balancing 
agricultural production with peacetime markets. The size of 
this problem will depend mainly upon the success of efforts to 
maintain full employment and a high national income. As long 
as all our people have a chance to work for good wages, the 
farmer will have good markets for most foods. If employment 
should decline seriously in the future we must be prepared to 
take appropriate steps both to safeguard diets and to provide 
markets for the American farmer. 


Il. TEXTILES AND CLOTHING 


Output of cotton, woolen and synthetic yarns, and the 
fabrics, apparel, agricultural and industrial articles made from 
them, stands considerably higher today than the 1935-39 
average of production. Wool and rayon fabrics were manufac- 
tured for the civilian economy during the second quarter at a 
higher rate than ever before. Estimated cotton-fabric production 
rose slightly above first-quarter output and approached the 
1941 prewar peak, helped by increasing employment in cotton- 
textile mills. 

Even this record production, however, is no match for today’s 
heavy demand. For cotton textiles, demand is estimated to 
be at least 20 per cent above supply. Heavy requirements for 
men’s wool suits are still unsatisfied although production cur- 
rently is running ahead of the 1941 prewar peak production 
which supplied 23 million suits. The lack of cotton goods and 
apparel, the scarcity of men’s wool suits, were the most 
vexing shortages in the textile field during the quarter. But 
general demand for textiles is so heavy that it cannot be 
wholly met this year. 

Efforts are being made, however, to meet most of the 
essential requirements through the Government’s textile pro- 
gram. During the quarter the Civilian Production Administra- 
tion and Office of Price Administration strengthened the textile 
program by actions (1) to increase the supply of scarce staple 
fabrics needed for essential uses; and (2) to continue stabiliza- 
tion of textile and clothing prices. 

CPA extended production controls to cover spinning of staple- 
cotton yarns, and OPA granted incentive price increases for 
that production, so that more utility cotton fabric could be made. 
Both agencies took actions so that manufacturers of men’s wool 
suits could obtain additional quantities of rayon linings and 
cotton pocketings, shortages most seriously hampering their 
production. 

By the end of the quarter, the Government had established 
a program for the remainder of the period when textile supply 
would continue short of demand. Some adjustments were still 
projected. For example, CPA had under consideration a plan to 
assure suit makers of the woolens needed for their production, if 
this became necessary. But in the main, the general outlines of 
the Government’s program were fixed. 

The program rested on the authority of the CPA, under the 
terms of the Second War Powers Act, to channel materials 
and maintain necessary production controls; and the authority 
of the OPA, under the price-control laws, to fix prices. Ex- 
tension of both these statutes, and the Government’s textile 
program stemming from them, became uncertain as the end of 
the quarter neared. At the same time, the textile industry’s un- 
certainty over costs and prices after June 30 has slowed down 
shipments of both fabric and finished goods. 

The Second War Powers Act has been extended, but in al- 
tered form, so that adjustments in the textile program will be 
necessary. The program will be seriously impaired, however, if 
price control is not extended also. 


REVIEW OF QUARTER 
Cotton Goods 
Cotton-textile production during the second quarter amount- 


to approximately 2.32 billion yards. This was an increase 
over production of 2.27 billion yards in the first quarter of 
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this vear, and 2.08 billion yards in the last quarter of 1945. 
Output, however, is still below a quarterly rate that would 
raise production for the year to the hoped-for total of 10 billion 
yards. 

Lack of sufficient staple cotton fabrics for essential clothing, 
and for industrial and agricultural uses, continued to be the 
most troublesome shortage in the textile field. Government 
agencies went ahead with actions begun earlier this year to 
relieve this shortage. Production and distribution controls 
were extended to cover cotton-textile output from yarn spinning 
to certain essential finished products, including low-cost clothing. 
Manufacture of essential fabrics proceeded under incentive 
pricing. 

1. OPA, under the direction of the Office of Economic 
Stabilization, established minimum margin requirements 
for the purpose of curbing speculative rises in the price 
of cotton futures, which threatened stabilization of cotton 
textile and clothing prices. 

2. On May 1, CPA put into effect a “spindle freeze,’ 
directing cotton-yarn mills producing over 20 per cent of 
the nation’s staple-cotton yarn, manufactured for sale to 
cotton-textile manufacturers, to revert to output of types 
of yarn they were making Dec. 31, 1945. At the same time, 
OPA granted a 5 per cent incentive price increase to spur 
production of yarn made in compliance with CPA’s produc- 
tion requirements. These were companion actions to last 
quarter’s “loom freeze,” and 5 per cent incentive price 
increases, to spur production of staple cotton fabrics. 
Incentive prices to spur greater production of fabric were 
granted in addition to price increases of 5 to 10 per cent 
given March 8 to cover higher textile-production costs. 
The cotton-yarn and fabric actions were designed to halt the 

flight of yarn and fabric production toward less needed but 
more profitable output, a trend which has distorted normal 
supply patterns during the war years. CPA also put nearly half 
the second-quarter cotton-textile production under set-aside for 
such essential end products as bagging, agricultural and indus- 
trial uses, export, low-cost clothing, and yard goods to retail at 
or below 60 cents a yard. 


Men’‘s Suits 


Shortages of cotton pocketings and rayon linings, uneven 
distribution of wool body fabrics, and shortages of skilled 
labor hampered suit production during the second quarter. De- 
spite these obstacles, and with Government assistance to over- 
come the rayon and cotton-components shortage, suit produc- 
tion climbed. Manufacture of men’s suits has doubled since last 
summer, and is now passing the 1941 annual production rate of 
23 million a year, previous all-time high. 


Rayon Linings Supply: 

At the first of the year, the shortage of rayon linings was a 
major production bottleneck. CPA consequently directed the 
supply of certain suitable weaves entirely for use as linings in 
men’s and boys’ suits and coats. CPA instituted an incentive 
price plan for added production. Producers qualifying under 
CPA standards were granted a 10 per cent price increase for 
output that was in excess of their third-quarter, 1945, produc- 
tion. The dual action was expected to increase total output of 
rayon for suit linings by 17 million yards during the first six 
months of the year. 

CPA, through the U.S. Commercial Corp., is arranging to 
import Japanese silk suitable for men’s suit linings, possibly 
to a total of 27 million yards. Action has already been taken 
to import 18 million yards. 

In recent weeks manufacturers have reported an easing of 
the lining-shortage problem. The OPA planned to extend 
premium prices for increased production of rayon linings after 
June 30. 


Cotton Components Supply: 
Combined CPA and OPA actions designed to increase the 
supply of staple cotton fabrics should add to the supply of 
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cotton components for men’s wool suit production. CPA is 
establishing a set-aside of the entire domestic supply of cotton 
fabrics in the traditional pocketing weaves and part of the 
supply of other constructions, exclusively for producers of 
men’s suits of all prices. The low-cost clothing program channels 
almost half of the production of the appropriate cotton fabrics 
to men’s low-cost apparel, including wool suits. 


Surplus Fabrics to Suit Makers: 

Because of the need for every yard of fabric suitable for use 
in men’s suits, Government agencies are maintaining a constant 
review of textile yardage declared surplus. When lots sizable 
enough to make fairly wide distribution possible come into 
surplus, CPA issues a directive to WAA for disposal of the 
fabric to essential users, including men’s suit manufacturers. 
Since December, some 4.5 million yards of surplus nylon; 1.8 
million yards of surplus rayon; and one million yards of cotton 
five-ounce silesia twill have been channeled to producers of 
men’s and boys’ low-cost wool clothing, including suits. To 
search out lots of surplus fabrics too small for disposal under 
CPA direction, an inter-agency committee was established 
during the quarter. 


Wool Supply: 

On the basis of estimates of scheduled production reported 
to CPA, output of wool woven apparel fabrics reached an all- 
time high during the second quarter, slightly exceeding first- 
quarter output. Scheduled production of men’s wear fabric, 
amounting to 43 per cent of the total, showed an increase of 2 
per cent over first quarter; women’s wear fabrics and general- 
use fabrics continued at about the first-quarter rate. More re- 
cent industry data on actual production during the first half of 
the second quarter indicated an even higher rate of output of 
both men’s and women’s wear fabrics. 

Wool manufacturers reported plans to produce heavier fab- 
rics and increased quantities of worsted needed for men’s suits. 
Estimated wool woven apparel fabric for the second quarter 
amounted to 122,600,000 linear yards, as compared to 121,900,- 
000 yards during the first quarter and as compared to 80,252,000 
yards average quarterly production in 1939. 

The estimated 53 million yards of men’s wear wool fabric 
made during the second quarter should have included enough 
fabric to make 7 million men’s suits if a normal proportion of 
the total had been of fabric most needed. During the first quar- 
ter, however, almost 7.5 per cent of the available men’s wear 
fabric was lost to men’s suit production partly because of neces- 
sary inventory accumulation, but to a greater extent because 
of heavier than normal buying by makers of women’s suits. 

Since men’s suit makers continue to have trouble obtaining 
wool body fabric, it may become necessary to arrange for suit 
manufacturers to obtain woolens ahead of other garment makers. 





Military, Export Takings Low: 

Virtually all men’s suits manufactured this year will go to 
clothe American civilians, including veterans. Neither military 
procurement nor export takings is large. First-quarter military- 
uniform production took only 1.54 per cent of the wool apparel 
fabric supply. Current commercial overseas shipments of wool 
textiles and men’s tailored clothing do not exceed 5 per cent 
of U.S. production, and prices of the men’s clothing indicated 
that the separate trousers and “unsaleable” suits comprise the 
bulk of the total. 


Separate Coats and Trousers Add to Clothing Supply: 

It is likely that at least 6 million men’s separate coats and at 
least 19 million pairs of separate trousers will be available this 
year, even if March rates of production are not exceeded, as 
they may be. This contrasts with the 1941 supply of 1 million 
separate coats, and 8.8 million separate trousers. The produc- 
tion of separate trousers and coats adds materially to the supply 
of men’s clothing, although it may be more expensive than buy- 
ing a suit, if quality is taken into account. 
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Other Items 
Women’s Hosiery: 

During April, approximately 54 million pairs of women’s 
stockings of all types were made. No greater rate of production 
of stockings than in April may be expected during 1946. The 
April production included: 30 million pairs of nylons; between 
18 and 19 million pairs of rayons; about five million pairs of 
cotton and mixed yarns—a total of 53 or 54 millions, and 
several million below the average monthly production of 1939, 
Only nylon-stocking production can be expected to increase, 
because manufacturers expect future market demand to be ip 
nylon. The increase will probably not occur before early 1947 
because new production facilities will not get into business 
until then. In the face of a continuing stocking shortage, CP4 
is urging retailers to distribute stockings as fairly as possible, 
and asks women not to hoard and to buy only what they need, 
An insignificant fraction of U.S. stocking production is being 
exported. 


Silk Fabric Price Control Suspended: 


On May 15 the Office of Price Administration exempted silk 
yarns, fabrics, and nonapparel products, such as silk thread, 
from price control. Only limited amounts of silk are available. 
and the price of silk, largely a luxury and prestige item, js 
not significant in the cost of living. 


Ill. CONSTRUCTION 


New construction valued at more than $3 billion—of which 
one third represents housing—was put in place in the first five 
months of 1946. This means: 

1. Current construction is at a higher level than in any 
similar period since 1943, when war construction accounted 
for the major part of building activity. 

2, Housing construction, based on value in place, is 
greater than for any similar period in the last seven years, 
and in the number of starts is nearing record proportions. 

3. Construction activity of all kinds is proceeding at a 
faster pace than was thought possible earlier in the year. 
(See chart, Construction Activity Doubled Since V-J Day.) 
[Page 103.] 

It is believed that total construction activity this year will 
run to approximately $17 billion, instead of $14 billion as origin- 
ally estimated in March by an interagency committee. The 
committee estimated that new nonresidential construction of 
all types would account for $5 billion; maintenance and repairs 
for more than $5.1 billion, and residential construction, under 
the Veterans’ Emergency Housing Program, approximately 
$3.9 billion. 

Late in June estimates for all these categories were being 
revised upward, but a large part of the increase from $14 to $17 
billion is known to be in nonresidential construction. 

The estimate of $5 billion for nonresidential construction 
anticipated expenditures of $3.3 billion on private construction 
and $1.7 billion on public construction. Of the public con- 
struction, $1 billion would be for highways, conservation, sewer 
and water projects, and the remainder would consist of schools, 
hospitals, etc., needed as social supplements to veterans’ housing, 
as well as military and naval construction and miscellaneous 
construction. 


THE HOUSING RECORD 


In the residential field, the 1946 program called for 1,200,000 
new homes started, with preference to veterans for rent or sale. 
By June, substantial progress had been made in meeting the 
target. The progress to date: 

Prior to June, 406,000 new units—34 per cent of the 
year’s goal—had been started. 

Conventional units started numbered 268,000, a greater 
number of starts than was achieved in all of 1945 and over 
40 per cent of the 650,000 goal for 1946. ; 

An estimated 69,000 temporary units were begun during 
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the first five months of the year, with every indication that 
the 200,000 planned on will be started by the end of the 
year. 

The number of conversions is roughly estimated at 47,000, 
almost the number hoped for during the entire year. 

Only about 10,000 prefabricated units were shipped from 
factories during the first five months. Production of pre- 
fabricated houses has been slower than anticipated and 
this part of the program will not be in full swing until 
next year. 

railer production also got off to a slow start, with only 
12,000 produced in the first five months of 1946. However, 
production during the remainder of the year is expected 
to increase. 


NONRESIDENTIAL CONSTRUCTION 


It is in the nonresidential building field that the greatest 
caution must be exercised for the remainder of the year. 
Toward this end, the Civilian Production Administration in 
May undertook to reduce the rate of authorizations. Field 
offices were requested to hold new authorizations to one third 
the weekly average of $145 million of the two-week period 
ended May 23. This would mean weekly authorizations of not 
more than $49 million for a six weeks’ trial period. 

The record in private nonresidential building construction, 
in millions of dollars, is as follows: 


NONRESIDENTIAL BUILDING 


—Value in Place— Value of 


Remaining 
Ist Quarter 2nd Quarter Work on 
(including Projects 
preliminary Started* 
June figures) 
Total $638 857 1,511 
Industrial 332 402 808 
Warehouses, office 
Buildings, lofts 40 71 181 
Stores, restaurants 
Garages 170 262 226 
Religious Ie 16 47 
Educational! 18 27 77 
Social and Recreational 17 $2 63 
Hospitals and 
Institutional 13 18 49 
Hotels 7 11 37 
Miscellaneous 30 28 23 


PROBLEMS AHEAD 


Behind this tremendous building activity lie serious prob- 
lems which must be tackled promptly and with courage. 

The primary problem and objective is to increase the 
supply of building materials to a level which will permit 
the needed volume of construction activity to be carried 
on in home building and in the entire. construction field. 
There is the serious problem of preventing an undue con- 
sumption of scarce materials in nonresidential construc- 
tion. There are also the problems of assuring the building 
of an adequate number of houses and apartments for rent 
to veterans who cannot afford to buy, and of obtaining 
low-cost housing; there is the problem of gearing construc- 
tion to availability of materials. 

Nor are these the only problems. Labor shortages are begin- 
ting to appear in certain crafts in the building trades in a num- 
ber of scattered areas; apprenticeship programs have not yet 
had time to prove effective in providing additional labor but are 
expanding rapidly; and an extensive black market has diverted 
large quantities of building materials from essential uses. 

At the same time the demand for housing is enormous. This 
as been a disturbing factor in the nation’s fight against in- 





‘The amount remaining is a preliminary estimate, .and is in addition to 
the value put in place, shown in the first two columns, 
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flation, for as the need for houses has risen, so have the prices 
of houses already on the market. Evictions in the case of sales 
are sharply increasing, adding a further burden to the rental 
market. 

Progress in overcoming. these difficulties in the next few 
months, and of achieving an integrated construction program 
for the nation, will be seriously jeopardized without a sound 
pricing program. Continued progress also requires firm control 
over some types of construction and an accelerated rate of pro- 
duction of materials. 


Gains in Construction 


On the credit side of the picture are the following facts: 

1. Production of most essential. building materials has been 
substantially increased, and the rate of production is increas- 
ing. Even in May, for instance, there was a sizable increase in 
production of many basic construction materials, in spite of 
work stoppages and the shortage of coal, and all show big gains 
over August, 1945. 

2. Materials production is being encouraged through various 
types of Government assistance: premium payments, which are 
now being made to some groups of producers, including brick 
and structural tile, softwood plywood, and paper liner and soon 
may be extended to hardwood flooring (Southern and Northern 
producers) , cast-iron soil pipe and fittings, and convectors (ex- 
tended surface); priorities assistance in obtaining equipment; 
and labor recruitment. Approximately 100 price increases have 
been granted in the construction-materials field in order to 
furnish incentives to production. 

3. The channeling of iron and steel will prove of enormous 
assistance in the production of many critical items, including 
heating and plumbing supplies; and the set-asides of various 
scarce materials assure a fair proportion of supplies for the 
veterans housing program. . 

4. Authorizations for nonresidential construction are being 
drastically reduced; at the same time HH authorizations for new 
residential units were severely restricted in June, and a control 
system now in effect, which calls for monthly rather than quar- 
terly quotas, will relate future priority issuance to program goals. 

5. A guaranteed market for prefabricated houses is under 
consideration with the expectation that this phase of the pro- 
gram will make a substantial contribution to the program. 

6. A more rigorous program of enforcement has been projected 
to prevent misuse of HH ratings and other priorities, and to 
curb black-market operations in materials and nonresidential 
construction. The Justice Department is investigating alleged 
monopoly operations, and is co-operating with the Bureau of 
Internal Revenue in the Treasury Department as well as en- 
forcement officials of CPA, OPA, and the National Housing 
Agency and its constituent agencies in an intensive drive to 
wipe out the black market. 


Rental and Low-Cost Housing 


About 45 per cent of all the units started this year are rental 
units. This includes all the temporary units and conversions, 
and one out of four new permanent homes. However, too few 
priority applications for building rental units are being received 
and the Federal Housing Administration reports that many of 
the permanent units which received priority assistance as rental 
units may never reach the rental market. 

The problem of supplying additional rental units constitutes 
a major problem for the Housing Expediter today. Methods 
of accomplishing this within the authority °yanted him are 
now under consideration and he has recently appointed a 
deputy expediter for rental housing. It is not sufficient merely 
to increase the rental quota, but as the Expediter has pointed 
out, a stimulus is needed to induce large scale operators to go 
into the rental market—and to rent at prices more veterans 
can afford to pay. 

A housing order which became effective July 1 attempts to 
secure more units in the low-rent ranges. By the order, a 
“dividing line” is established in each FHA area. This new 


é 95 








“dividing line” is based upon the cost of producing a minimum 
acceptable two-bedroom house. At least 50 per cent of all 
authorizations must be at rental and sale prices below that 
dividing line. At least 25 per cent of all units must be allocated 
for rental use. Of that 25 per cent at least half must rent at 
or below the rental dividing line. 

Over the country as a whole, about 50 per cent of the con- 
ventional units for which HH authorizations have been granted 
will sell for less than $7,500, or will rent for $60 or less. 


Critical Materials 

Although production of most materials is rapidly expanding, 
the problem of obtaining building materials for low and mod- 
erate-priced residential construction is still the number one 
obstacle to the Veterans’ Housing Program. This is due not 
only to the fact that total production is insufficient to meet 
requirements, but points to the need for further strengthening 
the channeling and set-aside orders created under CPA Priori- 
ties Regulation 33 and to the lack of certain conservation 
measures. 

At the present time the following critical materials are set 
aside to meet requirements of the housing program: 


Percentage of Set-Aside 





Materials Under PR 33 
Common and face brick 60 
NLR SUPAICHUTAN DIE css. cnssoseosecsessoossossnssaesavenisnnes 60 
Gypsum board and lath .............0cccssrssssscssseoees 67 
ROIS LEPONIEK. c5cossdssessscssesiccessnsstossenssoonseshosossseses 60 
ME IMMRRN ISS eS CSc ous Coens cui cangursseetsuesesnscsnsendwacgsesvepaess 60 
NEBSERTON SOM ADIPE | csccecsssnsesssssovasscssescosnssesessssssss 60 
RGRSU-APON TACIAUION <.s0iceccesseosesssceosenssesecesoserseceses 70 
Softwood plywood (construction and door- 

WOM IN ETENOS) casescsssxareseniebosadsseat ousiiocasuswesecesseers 90 

Lumber (construction grade) ou... 80 
(varying by types) 

PAOTA WOO: FOOTING occisccciccascasssoocesessseseesossessenesee 75 

DUN EER OND shee otic sta ass bes caunsbeswascbesaeasee shades 75 

WRRNREI-BIT EMIDIARCES | ca svsadonicnsasscvsccyoosonsasessusesosense 70 

Building boards (other than hardboard) ...... 50 


The set-asides do not represent the only materials of which 
supply is inadequate to meet housing and other construction 
requirements. Builders’ hardware and electrical-wiring devices 
and equipment, for example, are also scarce. So are wire nails. 
It must be borne in mind that there are numerous industrial 
needs, other than those of construction, for some of these items, 
a situation which, of course, intensifies the shortage. CPA has 
reported, for instance, that the shortage of nails presents a 
critical bottleneck that threatens to jeopardize the citrus fruit 
and vegetable crops in Florida as well as the salmon pack on the 
West Coast. Concurrent actions have been taken by the 
Expediter and CPA to step up nail production so as to assure 
a larger supply for housing needs. 

There are still other scarce items in which supply is im- 
proving so favorably that they are not expected seriously to 
retard housing production. An example is asphalt roofing and 
siding. Expansion of facilities, increased availability of labor, 
and an easing in the supply of rags has enabled felt mills 
to increase production. Asbestos-cement roofing and _ siding 
production also show signs of marked improvement, but there 
is a backlog of orders ranging to 69 weeks. 


New Materials 


A survey of possible new materials was initiated during 
the second quarter by NHA. The Housing Expediter reports 
“possibilities of their use are literally opening new vistas in 
residential-building construction.” Among those which have 
been found useful—though on a small scale, since they cannot 
get into high volume production for some time—are: 

Precast concrete panels, which will make it possible to 
build concrete houses without scarce equipment; new ag- 
gregates for use in concrete mixing, such as slag, wood chips, 
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waste paper and agricultural waste: prestressed floors and 
floor panels; wallboards made of plastics and chemically 
treated fibrous waste; wallboards which are fireproof and 
have high insulating proportions; wallboards reinforced 
with noncritical metal sheeting, and wall panels consisting 
of two outside “skins” separated by a structural frame of 
lumber or metal or held together by an insulating core, 
and designed to save the lumber required for inside framing, 


IV. VETERANS 


‘ 

Demobilization of the armed forces is nearing completion, 

We are now in a position to review the record of demobiliza. 

tion’s two phases, (1) release of men and women from the armed 

forces, and (2) their assimilation into the economy of the 
country. 


DEMOBILIZATION 


Between V-J Day and the end of the current quarter, 10 
million men and women have been discharged by the services 
—a total in nine months equal to fully 30 per cent of our total 
male civilian labor force on V-J Day. No nation in the world 
has ever before sent its citizen-soldiers back to fields and fac. 
tories at such a rate. 

Before V-J Day, 2.9 million soldiers had been released. De. 
mobilization reached its peak during the winter months. More 
than 1.5 million veterans were returned to civilian life every 
month during October, November and December, 1945. Now 
the pace of demobilization is slackening, since the bulk of the 
discharges has been completed. For the last three months, ending 
June 30, discharges averaged approximately 500,000 a month. 


ASSIMILATION 

The Fourth Quarterly Report of this Office, issued Oct. 1, 
1945—six weeks after V-J Day—pointed out that: “The rapid 
demobilization of the armed forces between now and mid-1946 
will test the effectiveness of our programs for assistance to 
veterans and our administrative machinery for carrying out 
these programs.” 

Objectives of the veterans’ readjustment program include: 
(a) adequate care for the disabled; (b) provision of educational 
facilities for those who wish to study; but, since the great 
mass of veterans want civilian jobs, the major objective of 
the program is (c) to provide employment. 

The vast demobilization of the armed services has tested 
our economy and heavily burdened all programs designed to 
aid veterans in their transition from war to peace. Nevertheless, 
so far the economy has met the test, and most veterans are 
returning to civilian life with relative ease. 


Jobs for Veterans 

Absorption of veterans into civilian employment has proceeded 
satisfactorily. After the peak demobilization period this winter 
more than 1 million veterans per month found jobs. As the 
rate of demobilization slackened this spring, the number of 
veterans taking jobs decreased correspondingly. But hundreds 
of thousands of veterans are still being added to civilian pay 
rolls each month. During May, employment of veterans it- 
creased by 680,000, bringing total of veterans employed to 88 
million. (See chart, Eight Out of Ten Veterans Employed.) 
[Page 99.] 

There is every indication that jobs needed by veterans who 
enter the labor market during the coming months will be 
available. 

Rapid re-employment of veterans does not mean that the 
shift to civilian status has been easy for all veterans. Hundreds 
of thousands of veterans who are employed do not have jobs 
which satisfy them. Each one of the 900,000 veterans remaining 
unemployed is a challenge to his community; many veteralls, 
perplexed as to their future in civilian life, need expert guidance 
and counselling. 


Public Agencies Helped. 
While most veterans went back to their old jobs or found 
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nd new jobs unassisted, State, local, and federal agencies have 
lly helped those who desired assistance. 
nd The largest single source of aid has been the United States 
ved Employment Service. Of the millions of veterans who have 
ing visited USES local offices since V-J Day, not all have sought 
of jobs. For example, there have been over 1,750,000 instances 
fi, where World War II veterans have been directed to other 
ng. agencies—such as the Veterans’ Administration and the Selec- 
tive Service System—for help in solving problems with which 
.* EB these agencies are equipped to deal most effectively. For the 
~—_ many veterans who wanted job counselling and guidance, how- 
Diliza- ever, the USES has been providing this service. 
rigs The USES referred veterans to employers for approximately 
‘' v75 million job interviews between V-J Day and May 31. 
Over the same period, about 1.2 million jobs were found for 
World War II veterans. Additional thousands owe their jobs 
er, 10 indirectly to the USES. a 
wedln Many other agencies and local groups have provided informa- 
total & ton and service of all types to veterans. The reabsorption of 
world & veterans into civilian life would have been sorely retarded with- 
d fac. § out the community groups, veterans information centers, and 
State committees which have provided intimate and friendly 
1. De. & assistance. 
More § Unemployed Veterans. 
‘Non While more jobs have opened up for veterans than seemed 
of the possible on V-J Day, unemployment among veterans increased 
. Bt for several months after September, 1945. The flood of veterans 
— into the labor market for a time outstripped the pace of re- 
neal conversion. The number of veterans counted by the Bureau of 
the Census as seeking work rose to a peak of about 1.2 million 
Dect. 1, Bin March, 1946. During the second quarter of 1946, however, 
» rapid uemployment declined. During the second week in May—the 
d-1946 § latest date for which data are available—only 930,000 veterans 
nee to @ were seeking work. Most veterans have had fairly short pe- 
ng out riods of unemployment, so that very few of those unemployed 
in March or earlier were among those unemployed in May. 
iclude: | The decline in unemployment among veterans, which began 
ational § 2 April, will probably continue through the summer. 
. ~*~ Readjustment Pay. 
ai Unemployment among veterans has not meant destitution. 
tested § Under the Servicemen’s Readjustment Act, readjustment al- 
ned to § owances of $20 per week are available to veterans unemployed 
theless, § alter demobilization. Between the inception of the program in 
ans are § September, 1944, and June 30, 1946, about $1 billion in read- 
justment allowances has been distributed. Of this total more 
than $950 million has been disbursed since V-J Day. Additional 
hundreds of millions of dollars have been received by veterans 
oceeded § in the form of mustering-out and terminal-leave pay. 
, winter f The number of veterans taking time out before deciding what 
As the § they want to do as civilians is declining rapidly. In January, 
nber of § 196, there was a peak of 1.7 million veterans in this category. 
undreds § By the first week in May, their number had been halved and 
ian pay §afurther decline is in prospect. 
‘ans in- 
1 to 88} ducation for Veterans 
ployed.) | The number of veterans in school and college is rising. More 
than 600,000 have returned to school. By September, about 
ans who § 150,000 veterans will be enrolled in all types of educational 
will be § stitutions. 

The number of veterans seeking education has exceeded the 
that the § iighest estimates made before V-J Day. Educational institu- 
{undreds tins are hard pressed to expand facilities speedily enough to 
ave jobs ‘ommodate the avalanche of students—both veterans and 
maining #tonveterans. Because about three quarters of the veterans re- 
veterans, fuming to school want to go to college, colleges and universities 
guidance F face a particularly serious situation. 

The Federal Government has, therefore, taken particularly 

‘gorous action to assist them. A nine-point program, outlined 
or found areport to the President by the Director of War Mobiliza- 

‘mand Reconversion (“The Veteran and Higher Education,” 
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May 20, 1946) is now in operation. These are the major ele- 
ments of the program: 

1. Armed Forces Facilities. All currently unused Army and 
Navy facilities—whether declared surplus or held in stand-by 
condition—together with any appropriate equipment they con- 
tain are being made available to colleges and universities on 
a no-cost lease basis. 

Use of these facilities as temporary school buildings and 
student housing centers will be the most effective single means 
of securing the necessary expansion, provided the colleges 
and universities supplement the action of the Federal Gov- 
ernment by providing the necessary administration, faculty 
and supplementary equipment. 

2. Temporary Housing. The temporary housing program 
which the Congress authorized to assist educational institutions 
has been expanded to provide living quarters for 300,000 
student veterans. Of these, 100,000 will be quartered on or 
near college grounds while 200,000 will be housed in existing 
war housing, “in place” military installations of converted 
facilities. Where necessary, steps will be taken to provide 
transportation between campuses and outlying housing fa- 
cilities. 

3. Building Authorized. The Civilian Production Administra- 
tion has liberalized procedures under which educational institu- 
tions will be authorized to build nonhousing facilities under 
the construction limitation order. Applications for such author- 
izations will be acted upon within 48 hours. CPA review 
committees will authorize all expansion projects which are 
indispensable in the veterans’ education program. 

4. New Construction. Priority regulations are being amended 
to permit assignment of preference ratings to new construction 
projects, such as clinics, laboratories and dining facilities which 
are clearly necessary to permit a college or university to pro- 
vide for its student veterans. 

5. Surplus Equipment. Distribution of surplus equipment 
and supplies to educational institutions has been speeded up. 
The War Assets Administration is adding an educational spe- 
cialist to each of its regional staffs to assist college officials in 
locating the supplies they need. An interagency committee 
under the chairmanship of the Retaining and Re-employment 
Administrator is preparing lists of items most urgently needed 
by educational institutions. Stocks of these “bottleneck” items 
are being set aside by War Assets Administration. 

6. Donated Equipment. The donation programs of the War 
Department, the Navy Department and other agencies have 
been expanded and will be expanded further, particularly with 
respect to required laboratory and scientific supplies and 
equipment. 

7. Textbooks. Two million surplus textbooks are being 
distributed at nominal prices and production of additional 
new textbooks is being facilitated. 

8. Enrollment Guidance. The Office of Education is assist- 
ing State agencies to establish clearing systems to supply 
current information on the existence of vacancies in schools 
and particular courses. These will assist school officials in 
guiding veterans whom they must turn away to areas where 
their chances for enrollment are greatest. 

9. Instructors Recruited. Recruitment and placement pro- 
grams of the National Roster of Scientific and Specialized 
Personnel for college and university teachers have been 
intensified. 


Other Aids to Veterans 

Every phase of the Federal Government’s program for 
assistance to veterans is expanding. 
Disability Pensions. 


At the end of May, 1946, about 1.6 million veterans of 
World War II were receiving pensions for partial or total 
disability—more than double the V-J Day number. 

About 87,000 veterans of all wars were Veterans’ Admin- 
istration beneficiaries in hospitals on May 31, 1946. Of these, 
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only about one third were suffering from service-connected 
disabilities; and of these, only about 50 per cent were disabled 
in World War II. 


Hospital Program. 

The hospital-construction program is being pushed rapidly. 
But high construction costs and shortages of building mate- 
rials ave retarding the program. The supply of hospital facili- 
ties can not meet total demand in the immediate future. But 
sufficient beds should soon be available to care for all with serv- 
ice-connected cases. Approximately 25,000 veterans on the wait- 


CONTRACT 


Under the direction of the Office of Contract Settlement, 
Government agencies are within sight of the end of the job 
of settling the contracts terminated since V-J Day. This diffi- 
cult and complex assignment has been managed with outstand- 
ing success. I wish to express my satisfaction and admiration 
for a job well done to the personnel of the contracting agencies 
and of the Office of Contract Settlement. 

Out of a total of 316,000 contracts, with a canceled com- 
mitment value of $65.3 billion, terminated from the start of 
the war production to the end of May, 310,000 contracts, the 
terminated portion of which was valued at $50.1 billion, have 
been settled. The job of settling war contracts is thus 95 per 
cent complete in terms of numbers of contracts, and 77 per cent 
complete in terms of dollars involved. 

The settlement of contracts has proceeded with notable effec- 
tiveness. Only a small number of cases has been taken to the 
Appeal Board of the Office of Contract Settlement. Up to June 
25, 1946, out of a total of 73 cases filed, 63 cases had come 
before the Board; and of these 26 had already been settled, 
leaving only 87 now pending. Even in recent weeks, when 
more cases might have been expected as the bulk of terminations 
and settlements was reached and passed, the number of cases 
coming before the Appeal Board did not increase appreciably. 

The backlog of settlements now remaining to be completed 
is therefore only a small fraction of former totals. At the end 
of May, last period for which data are available, 14,280 
contracts, involving approximately $1.1 billion in claims filed, 
awaited settlement. Of this total, 6,600 terminations were 


OPERATIONS OF THE 


The OWMR Advisory Board has continued unwearyingly to 
focus intelligent attention on developing events of the transi- 
tional period. My Office has derived immeasurable benefit from 
the deliberation of the Board members as they brought their 
experience and judgment to bear on Government policy and 
programs. 

Within recent weeks the Board has devoted much time and 
study to the Veterans’ Emergency Housing Program; the work 
stoppage in the bituminous-coal industry; progress in industrial 
reconversion; disposal of surplus property overseas; the world 
food supply situation; management and allocation of U.S. 1946 
food production; functions and authority of the Economic 
Council that is to be established under the terms of the Em- 
ployment Act of 1946; extent and conservation of national re- 
scurces; stock piling indispensable critical fuels and metals; 
numerous problems of war veterans. 

For some months past the Board has kept on its agenda for 
continuing analysis the subject of price control and other meas- 
ures to curb inflationary pressures. Recently the full scope of 
the Government’s stabilization program was reviewed, and the 
Board discussed the place of monetary and fiscal policies and a 
balanced federal budget as safeguards against uncontrolled in- 
flation. The Board also recommended that the life of the Office 
of Price Administration be continued beyond June 30, 1946, for 
a period not to exceed one year. 

A resolution to this effect was accordingly drafted and made 
public by the Board on May 1. The resolution stated that the 
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ing list seek free care for illnesses not contracted in the line of 
duty. Only 270 veterans, the rema‘nder, have service-connected 
ailments for which they wait hospitalization. 


Veterans’ Loans. 


Home, farm and business loans to veterans, guaranteed under 
the terms of the liberalized Servicemen’s Readjustment Act, are 
being made in increasing numbers. By the end of May, 1946, 
total of about 150,000 loans had been guaranteed. Of these, 49 
per cent were guaranteed during the second quarter of 1946, 
More than 90 per cent of the loans are for purchase of homes, 


SETTLEMENT 


pending without claims having heen filed. At present rapid 
rates of settlement, this backlog too will be cleared away jn 
a few months time. 

With more than $65 billion in canceled war contracts to 
be settled ultimately, the gross settlement cost to the Gover. 
ment will be in the neighborhood of $6.8 billion, or less than 1] 
per cent. This compares favorably to the record after the 
last war, when not more than $6 billion in canceled contracts 
were involved, but the cost of settlement of contracts wil 
have been nearly completed within one year after the surrender 
of Japan. 

Policies and procedures for contract settlement, established 
by the Office of Contract Settlement, tested and found work. 
able in months of operation, will continue to guide the con. 
tracting agencies in settling war contracts. The task of the 
Office of Contract Settlement in supervising this work, however, 
is now ending. 

Consequently, unless the Congress directs contrary action, 
on July 16, 1946, the Office of Contract Settlement will be 
abolished, and its remaining functions, including the Appeal 
Board and the Contract Settlement Advisory Board, will be 
transferred to the Office of War Mobilization and Reconversion, 
The position of the Director of Contract Settlement will also 
be abolished, and his functions will be transferred to the 
OWMR Director. These changes will be made as the result 
of a plan of reorganization submitted to the Congress by the 
President on the recommendation of the OWMR Director 
and the Director of Contract Settlement, 


ADVISORY BOARD 


“Board is convinced that to abandon price control on June 30, 
1946, would leave the nation unprotected against a dangerous 
rise in prices in the interval before normal economic forces 
are working.” 

The Board has decided in future actions to adopt a resolution 
formally summarizing its findings, conclusions, and recommen- 
dations, after thorough study and discussion for each subject 
placed on the agenda. I feel sure this procedure will aug- 
ment both the usefulness and the recognition of the Board's 
activities. 

Recently arrangements have been made for the Advisory 
Board to confer at each biweekly meeting with the President. 
This enables the Board to receive from the President informa 
tion and special requests for counsel or comment on particular 
questions, and makes it possible for the Board to bring directly 
to the President the observations, conclusions and recommends 
tions of its members. 

It is the thought of the President and of myself as OWMR 
Director that the scope and importance of the Advisory Board’ 
deliberations, as well as the need for the value of the Board's 
counsel and assistance have increased, rather than diminished, 
with the passing of problems directly related to the prosecution 
of the war. Letters of appreciation expressing this thought have 
been sent by the President, and by my predecessor, John W. 
Snyder, to each member of the Board: including Chairmat 
O. Max Gardner, Albert S. Goss, Edward A. O’Neal, James G. 
Patton, Nathaniel Dyke, Jr., Eric A. Johnston, George H 
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Mead, T. C. Cashen, William Green, Philip Murray, Chester 
C. Davis, and Anna M. Rosenberg. 

For several months, Mr. Gardner and Mr. Davis have desired 
to be relieved of their duties. Both have heavy public responsi- 
bilities, other than their connection with the Advisory Board, 
which call upon their full time; consequently, with regret, their 
resignations were recently accepted. I wish to express my very 
real appreciation for the devoted service which I know both 
have rendered to the country during their period of affiliation 
with the Advisory Board, as chairman and member respec- 
tively. Their wise counsel will be missed in the future delibera- 
tions of the Board. 


GUARANTEED-ANNUAL-WAGE STUDY 
The Advisory Board’s study of guaranteed-annual-wage plans 
asa means to help maintain stable and regular employment and 
production is making good progress. The Wage Study Staff, 
headed by Murray W. Latimer, research director, has work 
well under way on five divisions of the study, approved by the 
Board as follows: 
1. Examination of specific experience with guaranteed- 
wage plans. 
2. Analysis of methods and possibilities of regularizing 
production and stabilizing employment. 
8. Inquiry on cost~of various types of wage guarantee, 
4. Analysis of economic effect of guaranteed wages. 
§. Examination of relation of guaranteed-wage plans to 
other economic measures also intended to stabilize or in- 
crease the national income. 


Ww 


Ww 


In collaboration with the Wage Study Staff, the Bureau of 
Labor Statistics last month completed a field survey of the ex- 
perience of management, unions, employes and communities 
with guaranteed wage plans. The survey data are now being 
analyzed in the Bureau of Labor Statistics, where reports are 
in preparation. Conclusions will provide the Advisory Board 
with information on the plans already in existence and how 
they are working. 

The broader implications of guaranteed-annual-wage plans 
to the American economy are being analyzed by Professors 
Alvin H. Hansen of Harvard and Paul A. Samuelson of Massa- 
chusetts Institute of Technology. ; 

A division of the Wage Study Staff is investigating the 
relationship between guaranteed-wage plans and other meas- 
ures designed to encourage regular production and stable em- 
ployment, among them unemployment-compensation and mini- 
mum-wage laws, tax policies, and the Employment Act of 1946. 

Major emphasis is now being placed on the divisions of the 
study concerned -with analyses of the methods and possibilities 
of regularizing production and stabilizing employment, and 
with measuring the costs of various types of wage guarantee. 
These aspects will be examined principally by a series of case 
studies covering companies in various industries. The Advis- 
ory Board is now engaged in a canvass of employers and em- 
ployes interested in wage-guarantee plans and in the problems 
of regularizing employment and production. On the basis of the 
results of this inquiry, the Board will decide upon the use of 
the funds recently appropriated by the Congress, to obtain 
the most advantageous coverage of case studies. 
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EIGHT OUT OF TEN VETERANS EMPLOYED 


Since February veterans have found jobs more rapidly 
than they have been demobilized. 


(Cumulative by months) 
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PRODUCTION UP 


Government buying declines private purchases mounting rapidly 
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UNEMPLOYMENT...BEFORE THE WAR AND AFTER 


Number seeking work after VJ-Day never reached 
three million and now is running less than a third 
the 1940 average. 
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MILLIONS OF WORKERS * 





TRENDS IN SUPPLY: CONSUMER ITEMS 


REFRIGERATORS 
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(IN 1939 DOLLARS) 


PRODUCTION FOR CONSUMERS AND BUSINESS AT PEAK 


Total volume of goods and services for the American 
public half again as high as in 1929. 
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A RECONVERSION SETBACK: THE LOSSES IN STEEL FOOD EXPORTS...WAR AND POSTWAR 


Stoppages have cut output of the industry 13 million tons this 
year, the equivalent of eight weeks top speed produci.on. 
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® Feasible peacetime production goal, approximately 93-95% of rated capacity 




















DEMAND DOMINATES THE ECONOMY 
Today Americans have 75% more spendable dollars 
than in 1929,60Z more than in 1941. A year ago 
they were saving $2.80 out of every $10.00; now 
they save only $1.20. 
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| Public construction has declined one-third during the past year, 
private construction has increased three times. 

i 16 
- 1000 
La | 
} 
| , 800 
4 
| $ 
3 
[=] 
Fe) 
2 

L, 0 600 

46 2 

ou z (vs-Day } 

a z PRIVATE 

— us 400 RESIDENTIAL 

< 
* 
z 
3 
2 NON-RESIDENTIAL ll |__ 
200 
——= PUBLIC 
) 
JUNE JULY AUG SEPT OCT NOV DEC JAN FEB MAR APR MAY 
1945 1946 
0 
With residential construction making the fastest gains. 
Percent \ A 
L Bi \ 
- 7 penn) egoent — rane) 
x REP none 
= 500 
3 | / 
Q 
0 5 400 
300 
: J 
o# 200 - 
JUME,’45-100— Se 6D ee ee Pa ee 
0 0 
JJASONDIJS FMAM JJ ASONDII FMAM JJASONDIS FMAM 
45146 45 |46 ; 45146 
A 
news § “WY 19, 1946 103 











XUM 








Truman-Taft Contest in 1948?... Coolness of PAC 
Toward Mr. Wallace ... Fears of Trouble in China 


Mr. Truman personally “cleared” the 
investigation by the Mead Committee 
into war-contract abuses because he 
wanted the Democrats, and not the 
Republicans, to be able to claim that 
they initiated the search for wartime 
irregularities. 


xk * 


The President, in private, continues to 
put blame on his leaders in Congress 
for many of his troubles. Those lead- 
ers, however, are not permitting him 
to forget that he, not they, vetoed the 
bill to extend price control for a year, 
and vetoed the Case bill to provide 
some control over labor unions. 


x *k * 


There is nothing to the idea that price 
control was vetoed because of a White 
House conclusion that what the coun- 
try needs is a good boom and bust. 
The trouble with that idea is that any 
flash boom growing from an ending 
of price controls would be likely to 
bust under circumstances, and at a 
time, that would complicate the 1948 
election picture for the party in power. 


xk «* & 


John Steelman is to get the job of 
Economic Stabilizer, left vacant by 
resignation of Chester Bowles, if any- 
body gets it. The President is being 
advised by some of his top aides that 
there should be no Economic Stabil- 
izer, regardless of whether or not price 
control is restored, because a Stabil- 
izer tends to complicate administra- 
tion. 


XR oF 


Senator Alben Barkley, Democratic 
leader in the Senate, is all set to say 
to Mr. Truman: “I told you so,” when 
he takes an emasculated price-control 
bill to the White House. Senator 
Barkley had tried to tell the President 
that the price-control bill Congress 
gave him at first was the best he could 
expect, but Mr. Truman wouldn’t be- 
lieve it at the time. 


xk &® 


Paul Porter, Price Administrator, 
really gave the coup de grace to OPA 
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Washingron Whispers. 
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when he indicated publicly that the 
compromise price-control plan worked 
out by Senator Barkley after the veto 
by President Truman still was not 
satisfactory to the price controllers. 
After that, the Senate leaders let the 
fight go pretty much by default in 
the Senate. 


* -* * 


Robert Hannegan, Postmaster Gen- 
eral, keeps advising President Truman 
that he has to do more to please labor 
in order to hold in line the votes that 
are needed to keep Congress Demo- 
cratic in 1946 and to elect a President 
in 1948. The President, however, is 
privately critical of the fact that no 
matter what he does that is designed 
to please labor leaders, they never 
seem to be satisfied. 


x *k * 


Dan Tobin, head of the Teamsters 
Union and head of the labor section 
of the Democratic Party, jolted Post- 
master General Hannegan with a pub- 
lic prediction that the Democrats were 
going to lose much of the labor vote 
in 1946 and 1948. Mr. Tobin was 
offended when the President signed 
the Hobbs antiracketeering bill, which 
was aimed at the Teamsters. 


xk k & 


Mr. Truman is becoming convinced 
that his opponent in 1948 will be Sen- 
ator Robert Taft, of Ohio. 


xk *k * 


Harold Stassen is being advised by 
his friends to watch his step in the 
campaign of aid to Republican “lib- 
erals” in remaining primary elections 
of 1946. Mr. Stassen has been inclined 
to jump into some primary battles in 
which some of his supporters in Con- 
gress feel that he would be sure to 
lose, with an adverse effect on his own 
fortunes in 1948. 


* 4 


Henry Wallace, Commerce Secretary, 
is at outs, temporarily, with CIO’s 
Political Action Committee because 
he has not been as aggressive in his 
support of recent demands of organ- 
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ized labor as labor chiefs would }j 
him to be. PAC officials are takig 
up with Chester Bowles, former prj 
controller. 


xk * 


High officials of this Government 
increasingly disturbed by the atti 
of the Chiang Kai-shek Governme 
of China, which they interpret as 
attitude that will force civil warj 
that country. General of the Arm 
George C. Marshall, special U.S. Am 
bassador to China, is not optimist 
about his ability to get an agreeme 
that will stick between the Nationalj 
Government of Chiang and the Chi 
nese Communists. 


* * * 


James Byrnes, Secretary of State,| 
finding that the secret of success 
dealing with the Russians is to wal 

them out on issues, and not to bei T 
a hurry to rush home after a few days 

of conversation. 


* * * 


The theory now is that secret film 0 

the atomic blast over Bikini Island ' 
which was stolen on a train out 0 

New York, actually was taken by 

sneak thief who was after the fi 

brief case holding the film,.and 

after the film itself. This film wa 


undeveloped, and can be developed a REPO 
only one place in U.S., so that i 
would not be much good to a spy 

x *¥ ¥ . 
The $100,000,000 in reparations tha AN 


Russia is to get from Italy, with 
United States approval, will consig 
of surplus Italian munitions equ 
ment and of Italian assets in 
Balkans. 
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x * * 


The British loan really was passedi 

the Minnesota election. When vot 

of Minnesota Republicans nomi 

a senatorial candidate who fav 

the British loan, and defeated the 

ting Senator who opposed the 0 p 
the fight to defeat that loan m 

House of Representatives died d 
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